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THE BANK OF ENGLAND AND BRITISH INDUSTRY 
LABOUR, TRADE UNIONISM AND SAFEGUARDING 
_- By Tue Ricut Hon. WILLIAM GrawaM, LL.D., M.P. 
THE NATIONAL CITY COMPANY BUILDING, NEW YORK 
“* > “By Pror. CH. Reirty 
: THE ORIGIN OF THE CHEQUE 
te * By R. D. Ricwarps 
BANKING IN SWITZERLAND 
BY Dr. VISCHER 


AMERICAN BANKING. AND INVESTMENT TRUST PROBLEMS 
By H. Parker WILLIS 


EYRE AND SPOTTISWOODE LIMITED ~~ 
9 East Harding Street, Fleet Street, London, E.C4 


The Lining—a big feature |] 


in Suit Service. 
Lae SUITS, being so useful 
good Linings— TCOURTINE” Latinas 
These are ee Stay ‘clear in colour ; cleaned quite yr sg 
and ‘fur more durable and Satisfactory than ordinary Linings. 
For your new Suits and Coz s, ask e Tailor to use only 
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BLADES, EAST & BLADES, Ltd. 


Established 1821. 
CITY OFFICES : WORKS: 


17 ABCHURCH LANE, LEONARD ST., FINSBURY, 
LONDON, E.C. LONDON, E.C. 


Telephones : Central 0212, 0213, 0214. Telephones : Clerkenwell 3636, 3637, 3638. 
Telegrams : “ Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 


BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 
COMPANY PROSPECTUSES. 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 


PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, 
BANKS, ETC., A SPECIALITY. 
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THE IMPERIAL BANK OF PERSIA 


(Incorporated by Royal Charter, 1889) 
And under a Special Concession, Bankers to The Imperial Government of Persia. 
Capital fully called up - £650,000 Reserve Account - - £570,000 
(with power to increase to £4,000,000 
Reserve Liability of Proprietors ‘under the Charter - - = -£1,000,000 
LONDON BANKERS: 
MEssrs. GLYN, MILLS & Co. THE WESTMINSTER BANK LIMITED, LOMBARD STREET. LLOYDS BANK LIMITED. 
HEAD OFFICE: 
33/36 Kinc WILLIAM STREET, LONDON, E.C.4 
CHIEF OFFICE IN PERSIA: 
TEHERAN, 
BRANCHES IN PERSIA: 
Abadan, Ahwaz, Barfrush, Birjand, Bunder Abbas, Burujird, Bushire, Dizful, Duzdab, Hamadan, Isfahan, 
Kazvin, Kerman, Kermanshah, Masjed-Suleiman, Meshed, Mohammerah, Nasratabad (Seistan), Pehlevi, 
Resht, Shiraz, Sultanabad, Tabriz, Yezd. 


BRANCHES IN IRAQ (Mesopotamia) : BRANCH IN INDIA: 
BAGDAD, BASRA, KHANAQIN, KIRKUK. BOMBAY. 


Ts BANK transacts Banking ‘Business of every description in 
and connected with Persia and Iraq (Mesopotamia), also with 
Bombay, Calcutta and Karachi. 

Clean and Documentary Credits arranged. Documentary Bills 
negotiated, Clean and Documentary Bills collected. Letters of Credit, 
Drafts and Telegraphic Transfers issued. 
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Correspondents in all important places abroad. 
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FINANCIAL NEWS 


ead 


The pre-eminence of the Financial News has 


been achieved during more than forty years of 


public service. Its consistent policy is to pro- 








mote the interests of all classes of investors, 
and it has built up a great reputation for ac- 
curate information and guidance. Under the 
editorship of the Rt. Hon. Sir E. Hilton Young, 
G.B.E., D.S.O., the Financial News has 
become the channel for authoritative pro- 


nouncements of the world’s foremost financiers. 





Offices : 


14, 18, 20, Bishopsgate, London, E.C. 2. 


Telephone : Telegrams and Cables : 


Avenue 7543 (6 lines) Finews, Stock, London. 























Telephones : Telegraph & Cables : 
London Wall 4960 (4 lines). Briforcol, Cent, London. 
7269 (Foreign Exchange). 


THE 
BRITISH FOREIGN & COLONIAL 
CORPORATION LTD. 


B.F.C. HOUSE, 81-87 GRESHAM STREET, 
LONDON 


E.C.2 


ISSUING HOUSE 
COUPONS 
FOREIGN EXCHANGE 
LOANS 
OTHER BANKING BUSINESS 


AGENTS IN ALL FOREIGN COUNTRIES 
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INVESTORS 
THE 


FINANCIAL NEWS 
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The pre-eminence of the Financial News has 
been achieved during more than forty years of 
public service. Its consistent policy is to pro- 
mote the interests of all classes of investors, 
and it has built up a great reputation for ac- 
curate information and guidance. Under the 
editorship of the Rt. Hon. Sir E. Hilton Young, 
G.B.E., D.S.O., the Financial News has 
become the channel for authoritative pro- 


nouncements of the world’s foremost financiers. 





Offices : 


Telephone : Telegrams : 





111 Queen Victoria Street, London, E.C.4 


City 6830 (4 lines). Finews, Cent, London. 
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MARTINS BANK 


LIMITED. 


Formerly the 
BANK OF LIVERPOOL & MARTINS LTD. 
with which is incorporated the 


LANCASHIRE & YORKSHIRE BANK LTD. 


| Head Office: 7 WATER STREET, LIVERPOOL. 

London Office : 68 LOMBARD STREET, E.C.3. 
Manchester District Office : 43 SPRING GARDENS. 
Capital Subscribed * £20,602,272 
Capital Paid Up and Reserves 7,719,585 
Deposits, etc. at 30th June, 1928 81,058,805 


The Bank has over 560 Offices, and Agents 
in all the principal towns at home and abroad. 


All descriptions of Banking, Trustee and Foreign Exchange Business Transacted. 





ESTABLISHED APRIL 1836. AFFILIATED TO WESTMINSTER BANK LIMITED. 


Capital Authorised and Subscribed . . $3,000,000, [pital Paid Up -. £800,000) __ 1 799,999. 


Head Office: WARING STREET, BELFAST. 


Managing Directors: 
STANLEY FERGUSON. | A. H. Moopy. W.M. FULLERTON. | JOHN GRAHAM. 


BALANCE SHEET, 30th November, 1928. 





LIABILITIES. ASSETS. 
To Capital paid up .. £800,000 0 0 By Government Stocks— 
To Reserve Fund bie 900,000 0 0 War Loan and other 
£1,700,000 0 0 Securit'es of, or 


guaranteed by, the 
Accounts a ..21,037,705 6 Pritish Government £9,759,534 18 10 
To Acceptances Current Nil By Other Securities... 749,159 7 2 


To Deposits and Credit 
5 
To Bills for Collection .. 44,608 14 3 £10,508,694 6 0O 
To Notes in Circulation .. 1,535,366 17 6 | ByCashon hand,Balances 
To Undivided Profits Pee 72,214 18 3 with London Bankers 
and Remittances in 
transit.. os .. 2,387,109 13 
£ 2,895,803 19 
By Bills discounted, 
Advances to Custom- 
ers, Short Loans on 
Securities, &c. .. 11,270,598 12 4 
By Acceptances, per 
contra .. at as. Nil 
By New Bank Premises 223,493 4 8 





Qu On 


£24,389,895 16 5 | £24,389,895 16 5 
AZ 











THE UNION DISCOUNT COMPANY 


OF LONDON, LIMITED, 


onmen Stock 39 CORNHILL iene PT 
ae LONDON, E.C.3. pence 


Capital Paid Up and Reserve Fund 


£3,000,000 





DIRECTORS 
Arthur Louis Allen The Hon. Sir William Hy. Goschen, 
Sir Robert Balfour, Bart. Robert Holland-Martin, C.B. 
Laurence Currie Robert Callander Wyse 
ROBERT CALLANDER WYSE Cc. S. LANGLEY 
Sub-Managers Assistan er 
A. F. E. FOUCAR E. C. ELLEN T. E. WHELEN 


Managers’ Assistants 
Cc. B. SHARPE Cc. W. HOLLIDAY W. B. HOBBS 


| Treasury, Bank and Prime Trade _ Bills Discounted. 
Money Received on Deposit for Fixed Periods or at Call. 


Enquiries Invited. 
































The 


ANGLO-FRENCH BANKING 
CORPORATION LIMITED 


CAPITAL: 
AUTHORISED - £2,000,000 SUBSCRIBED AND CALLED-UP - £1,250,000 


President: THE RT. HON. THE EARL OF DERBY, K.G., P.C., G.C.B., G.C.V.O. 
DIRECTORS: 
Vice-President: CHARLES LAURENT, Esq. 
F. A. SZARVASY (Chairman). LORD CHARLES MONTAGU, 
STANLEY CHRISTOPHERSON C.V.O., D.L. 
R. OLAF HAMBRO VICOMTE DE L.A PANOUSE, K.C.M.G., 


R. M. HOLLAND-MARTIN, C.B. -V.O., 
S. METZ JEAN PARMENTIER 


PIERRE MIRABAUD HENRI POUYANNE, C.B.E. 


The Bank undertakes commercial banking business of every description 
throughout the world and is specially equipped to assist in the develop- 
mert of trade between England and France. 


Telephone : SI Py LOMB ARD ST. Cable Address : 


ROYAL 8941 “ ANGFREBANK,” 


LONDON.E.C.3, 0“ 
s o 
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ROYAL BANK OF SCOTLAND 


(Incorporated by Royal Charter 1727) 








Capital (Fully Paid) - - - - £2,500,000 
Reserve Fund - - - - - £2,795,787 
Deposits - - - - - - £44,674,151 





OVER 
200 YEARS OF COMMERCIAL BANKING 


The ramifications of the Bank throughout Great Britain 
and the entire World enable it to handle every description 
of British, Colonial, and Foreign banking business. 


CORRESPONDENCE INVITED. 
LONDON OFFICES: 


City—3 Bishopsgate, E.C.2. 


West End—49 Charing Cross, S.W.1. 
64 New Bond Street, W.1. 


230 BRANCHES IN ALL 
HEAD OFFICE—EDINBURGH 
General Manager: Sir Alexander Kemp Wright, K.B.E., D.L. 














DISTRICT BANK 


LIMITED 


Personal and Business Accounts. 

Home Safes issued. Savings Accounts opened. 
Travellers’ Cheques and Letters of Credit issued payable 
throughout the British Isles and abroad. 

Every description of Foreign and Colonial business transacted. 
The Bank acts as Executor and Trustee either alone or with an 











ESTABLISHED 1829 


Total Assets 
£57,132,303 individual. 
30th June, 1928 FOREIGN (13 Spring Gardens, Manchester 
- 2 Castle Street, Liverpool 
DEPARTMENT (76 Cornhill, London, E.C.3 


TRUSTEE DEPARTMENT 
13 Spring Gardens, Manchester 


'75 Cornhill, E.C.3 








LONDON OFFICES | West End Branch 46 Old Bond St., W.1 
LIVERPOOL OFFICE ae a 3 Water Street 
385 BRANCHES AGENTS EVERYWHERE 





Head Office: Spring Gardens, Manchester 











THE 


Australian Bank of Commerce, Limited 


INCORPORATED IN NEW SOUTH WALES. 














Authorised Capital- - - £5,000,000 
Capital Subscribed and Paid Up - £2,208,000 
Reserve Fund . - + + £1,046,880 
Aggregate Assets 30 6/28 - - + £18,623,453 
DIRECTORS : 
SIR MARK SHELDON, K.B.E., Chairman. | H.R. LYSAGHT, Esq. O.B.E. 
FRANK N. YARWOOD, Esa. F.C.P.A. | JAMES KELL, Esa 
LIEUT.-COL. THOMAS L. F. RUTLEDGE. | GEORGE J. SLY, Esa, LL.D. 





GENERAL MANAGER : 
C. M. C. SHANNON. 
LONDON BRANCH DIRECTORS : 


A. DODDS FAIRBAIRN, Esa. ALFRED SHEPHERD, Esa. 
JAMES TUKE, Esa. 


HEAD OFFICE: SYDNEY, NEW SOUTH WALES. Georce H. Howe.t, Manager, with 
158 Branches and Agencies in New South Wales. 

BRISBANE OFFICE. G. E. Avexanper, Manager, with 25 Branches and Agencies 
in Queensland. 

MELBOURNE OFFICE : 325 Collins Street. M. Burton Finney, Manager. 

ADELAIDE OFFICE: 35 Rundle Street. R. T. Moonie, Manager. 

PERTH OFFICE: 73 St. George’s Terrace. A.C. Dispin, Manager. 

LONDON OFFICE: 62 Bishopsgate, E.C.2, Arruur F. Jenkins, Manager. 


The London Office is prepared to transact every description of Banking Business. 


For the convenience of its Customers the Bank has special arrangements, where not directly repre- 
sented, with other Bankers throughout Australasia, New Zealand, the United Kingdom, the Far East 
and elsewhere,whereby it is able tocarry out all requirements with promptitude and to best advantage. 








































NATIONAL BANK 
OF AUSTRALASIA 


Cacorporated 12 Vietoria) LIMITED. 
Established 1858. 


HEAD OFFICE: MELBOURNE 
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Authorized Capital ... £10,000,000 Reserve Liability of 
Capital Paid Up _..- $5,000,000 Shareholders  ..._ £1,800,000 
Reserve Fund Account £3,000,000 Total Assets exceed £45,000,000 



















LONDON OFFICE - - - LOTHBURY, E.C.2. 
SUB-BRANCH AUSTRALIA HOUSE, STRAND, W.C.2. 














London Board of Advice: 






R. H. CAIRD, Esq., J.P Rt. Hon. LORD to a PC. 
Rt. Hon. LORD STANLEY OF ALDE RLEY, K.C.y 
London Manager - - I. J. smcomeas. 






The Bank issues Drafts, Telegraphic Transfers and Letters of Credit, 
purchases or collects Bills of Exchange, and transacts Banking 
business in connection with the Commonwealth of Australia and New Zealand. Deposits 
are received for two years and for shorter periods at rates which can be ascertained on 
application. 


A Summary of Australian conditions is issued monthly and is available upon request. 
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Commonwealth f= 


E. C. RIDDLE, Governor. H. T. ARMITAGE, Deputy Governor. 


GUARANTEED BY THE AUSTRALIAN COMMONWEALTH GOVERNMENT. 
Head Office - - = SYDNEY. 
BRANCHES AND AGENCIES THROUGHOUT AUSTRALIA. 
New York Agency: 25 PINE STREET, NEW YORK CITY. 

BILLS negotiated and collected. CURRENT ACCOUNTS opened. DRAFTS and 
LETTERS OF CREDIT issued. DEPOSITS accepted for fixed periods) REMITTANCES 
cabled or mailed and BANKING BUSINESS of every description transacted with Australia. 
Bankers to—THE GOVERNMENT OF THE COMMONWEALTH OF AUSTRALIA 

THE GOVERNMENT OF THE STATE OF QUEENSLAND. 

THE GOVERNMENT OF THE STATE OF SOUTH AUSTRALIA. 

THE GOVERNMENT OF THE STATE OF TASMANIA. 


COMMONWEALTH SAVINGS BANK OF AUSTRALIA. 
Agencies are open at 3,516 Post Offices in the Commonwealth, &c. 
As at 30th JUNE, 1928. 





General Bank Balances .. és - ea a oi ss £46,577,566 
Savings Bank Balances .. Ry - os os as i 48,124,152 
Note Issue Department .. oe oe . ++ +e a 44,493,226 
Rural Credits Department +e .- + . + + 902,955 
Other Items a as - a is ee 6,817,561 

£146,915,460 


LONDON OFFICE: 36-41 NEW BROAD STREET, E.C. 
Also at AUSTRALIA HOUSE, STRAND, W.C. 
J. S. SCOTT, London Manager. 











ENGLISH, SCOTTISH AND 
USTRALIAN BANK, LTD. 


HEAD OFFICE—S Gracechurch Street, E.C.3, 
and 434 Branches and Agencies throughout Australia. 


SUBSCRIBED A ga oe ee ee ee £5,000,000 0 0 
PAID-UP CAPITA 3,000,000 0 0 
FURTHER LIABILITY OF PROPRIETORS 2,000,000 0 0 
RESERVE FUND 3,000,000 0 0 


Letters of Credit and Drafts on the iesieation and ated of the pniaiea in Australia can be obtained at the Head 
Office, or through the Agents of the Bank in the chief Provincial towns throughout the United Kingdom. 


Bills Negotiated or forwarded for Collection. Remittances made by Telegraphic Transfer. 
Banking and Exchange Business of every description transacted with Australia. E. M. JANION, Manager. 





THE DOMINION OF NEW ZEALAND 


THE LAND OF GREAT OPPORTUNITY. 


New Zealand offers the best investment for 


CAPITAL INDUSTRY ENTERPRISE 


Last year Great Britain received from New Zealand: 

24% of her BU Eh. R Sur nel from abroad. rot of her MU oe & LAMB Supplies from abroad 
53% » » CHEESE r» » TALLOW a a 

%» of her WOOL, applies from abroad. 


New Zealanders, per ili are Britain’s best customers. Last year they purchased 
manufactures, etc., from British mills to the extent of £14 10 o per head. 


Offices of the High Commissioner for New Zealand: 415 STRAND, LONDON, W.C.2 
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BANCA NAZIONALE D’ALBANIA 
BANKA KOMBETARE E SQHIPNIS 


Capital 12,500,000 Albanian Gold Francs 


o a 


BANK OF ISSUE FOR THE ALBANIAN STATE 


o oO 


BOARD OF DIRECTORS’ OFFICE IN ROME, VIA TORINO, 107 


Branches in CORIZA, DURAZZO, SCUTARI, TIRANA, VALONA 
o a 


ALL BANKING BUSINESS TRANSACTFD 


NATIONAL BANK OF EGYPT. 


HEAD OFFICE : CAIRO. 


FULLY PAID CAPITAL - - - - - £3,000,000. 
RESERVE FUND .- - - : - - £2,775,000. 





London Agency : 
6 and 7 KING WILLIAM STREET, E.C.4. 


Branches in all the Principal Towns in 


EGYPT and the SUDAN. 


YOKOHAMA SPECIE BANK, LIMITED. 


ABLISHED 1880. (Registered in Japan.) 


Capital Subscribed and Pulty Paid » Yen 100,000,000 
Reserve Fund . - Yen 102,500,000 


Head Office: YOKOHAMA. 

BRANCHES and AGENCIES at Alexandria, Batavia, Bombay, Buenos Ayres, Canton, Calcutta, Changchun, Dairen 
(Dalny), Fengtien (Mukden), Hamburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, Karachi, Kobe, 
London, Los Angeles, Lyons, Manila, Nagasaki, Nagoya, ‘Newchwang, New York, Osaka, Pekin, Rangoon, 
Rio de Janeiro, Saigon, Samarang, San Francisco, Seattle, Shanghai, Shimonoseki, Singapore, Sourabaya, 
Sydney, Tientsin, Tokyo, Tsinanfu, Tsingtau, Vladivostok (temporarily closed). 

The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers 
and Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits 
received for fixed periods at rates to be obtained on application. 

London Office:—7 Bishopsgate, London, E.C.2. 
D. NOHARA, Manager. 
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Do you accept 
\ deposits after time? 


UPPOSE a large cheque is brought in to you 
for deposit, late on Saturday morning. Can 
you be sure that your clock is not slow, and 
that you are not accepting liability for 

interest after the customary hour? 
If you rely on a mechanical clock you can never be certain 


that it is right—even if it is regularly wound and adjusted. 
It is always liable to stop, to gain, or to lose without warning. 


On the other hand, with an installation of Princeps “ New System™ 
Electrical Clocks there is never any doubt. There is perfect 
synchronisation of the correct time in all parts of the premises. 


The Princeps clock needs no winding and very little attention. 
Your existing clocks can be synchronised without changing 


Installation & their appearance in any way. May we explain how it can 
e be done ? 
Maintenance 


Companies in Ps 
all parts of 
the United ceps 


Kingdom | ew SYSTEM ELECTRICAL CLOCKS 
and Ireland Write for full particulars 


“ Telephone Manufacturing Co. Ltd, 


HOLLINGSWORTH WORKS, WEST DULWICH, 
LONDON. S.E. 21. 














BANQUE BELGE POUR L’ETRANGER 


(Filiale de la Société Générale de Belgique.) Société Anonyme. 
CAPITAL: Subscribed Frs. 200,000,000 Paid up Frs. 158,386,625 RESERVES Frs. 110,000,000 


HEAD OFFICE: BRUSSELS, 66 rue des Colonies. 
Branches: PARIS (12 Place de la Bourse), NEW YORK (67 Wall Street) BUCAREST, BRAILA, GALATZ, 
CONSTANTINOPLE, CAIRO, ALEXANDRIA, PEKING, SHANGHAI, TIENTSIN, HANKOW. 
LONDON OFFICE: 4 Bishopsgate, E.C.2. 
Director-Manager: A. S. DONNAY. 
London Committee: Messrs. J. S. Haskell, A. F. Buxton, G. Grinnell Milne, Emile Francqui, Chevalier de Wouters, 
F. Haegler (Honorary General Manager) and A. S. DONNAY, 
; AFFILIATED BANKS throughout BELGIUM and LUXEMBURG, and also in FRANCE and GERMANY. 
ALLIED BANKS in Austria, Bulgaria, Czecho-Slovakia, Hungary, Italy (Tyrol), Morocco, Poland, Rumania, Spain, and Yugo-Slavia, 


Correspondents in all parts of the World. 

AGENTS IN THE UNITED KINGDOM FOR THE BELGIAN POSTAL CHEQUE SERVICE, 
LETTERS OF CREDIT—COLLECTION OF CLEAN AND DOCUMENTARY DRAFTS. 
FOREIGN EXCHANGE business a speciality; FOREIGN CURRENCIES bought and sold for immediate or forward delivery, 
enabling traders to secure the exchange for their contracts in the currency of the cc untry of their custcmers. 

All kinds of banking business undertaken. 





A. M. BONNER, L*™ “ni 


30 LIME ST. and 7 BLOMFIELD ST. 
LONDON, E.C.3 LONDON, E.C.2 


Tel: Tel. : 
Monument 0794 City 1956 


DATING STAMPS, URGENT ORDERS AUTOMATIC NUMBERING AND 


ENDORSING INKS AND _ DATING MACHINES, COMPANY 
SELF-INKING PADS A Speciality SEALS, GENERAL ENGRAVERS 














THE 


MITSUI BANK 


LIMITED 


INCORPORATED IN JAPAN 
FOUNDED 1680 


Capital subscribed Yen 100,000,000 

Capital paidup- - Yen 60,000,000 

Reserve Fund - - Yen 63,500,000 
(June 1928) 


Head Office: TOKYO, JAPAN 


Branches in all the principal cities 
in Japan, and in Bombay, New 
York. Shanghai, Sourabaya. 






LONDON OFFICE : 
Winchester House, Old Broad Street, 











E.C.2 
Telephone- - - LONDON WALL 3221-2 
” ” 4239 


Cable Address ‘“‘ MITSUIGINK, LONDON.” 






TRADE INDEMNITY 


COMPANY LIMITED. 
Established 1918. 


C. E. HEATH, O.B.E.) 


CAPITAL: 


AUTHORISED AND ISSUED 
£250,000 Fully Paid. 


TRADE CREDITS 


The object of the Company is to assist British 
Merchants and Manufacturers to develop 
Home and Overseas Business by the Insurance 
of Credits. 


In order to facilitate the financing of debts the 
Company is prepared to grant protection to the 
Bankers against the event of the Policy being 
invalidated through neglect or otherwise on 
the part of the Assured in complying with the 
Conditions of the policy. 











(Chairman 































































Prospectus and Proposal Forms can 
be obtained on Application to— 


77 CORNHILL, LONDON, E.C.3. 


Underwriter: H. S. SPAIN. 
MANCHESTER OFFICE : Yorkshire House, Cross Street 
All inquiries are treated in the strictest confidence 














BANK FOR 
RUSSIAN TRADE 


LIMITED 
58/60 MOORGATE, 
LONDON, E.C.2. 


Cable Address : 
“SOCRABANK” 






















Telephone : 
LONDON WALL 9815 (5 lines) & 
4412 (5 lines). 


AUTHORISED CAPITAL - £750,000 
PAID-UP CAPITAL .- - £550,000 
RESERVES - - - - £175,000 


Established in 1923 to assist in the rebuilding 
of the Russian Foreign Trade. 


MAIL AND TELEGRAPHIC TRANSFERS. 
LETTERS OF CREDIT. 
FOREIGN EXCHANGE. 

BILLS DISCOUNTED, NEGOTIATED, AND 

COLLECTED. 
SHIPMENTS FROM AND TO THE U.S.S.R. 
FINANCED. 


DEPOSIT AND CURRENT ACCOUNTS. 


AGENTS OR CORRESPONDENTS AT ALL 
BANKING POINTS OF THE U.S.S.R. AND 
THROUGHOUT THE WORLD. 













STATE BANK 
OF THE U.S.S.R. 


Created by Decree of the Soviet Government of 
12th October, 1921. 





Chervonetz 
25,000,000 
113,131,417 








Capital .. ee ee ee 
Bank Note Issue on Dec. 16, 1928 ae 







Issue Dept.’s Gold, 


Platinum and Silver Reserve do, 22,350,534 







Issue Dept.’s Foreign 
Currency Reserve do. 





7,845,561 












N.B.—1 Chervonetz contains 119.4826 grains of pure 
gold and equals £1 1s. 1jd. or $5.14}. 


Head Office and Foreign Dept., MOSCOW. 


500 Branches. 









The Bank effects mail and cable remittances in all parts 
of the Soviet Union and engages in Home and Foreign 
Banking Business of every description. 















AGENTS AND CORRESPONDENTS IN ALL PARTS OF THE 
WORLD. 









LONDON CORRESPONDENTS.— Lloyds Bank L(td.; 
Barclays Bank Ltd.; Midland Bank Ltd.; National 
Provincial Bank Ltd.; Westminster Bank Ltd.; Bank 
for Russian Trade Ltd.; Equitable Trust Co. of New 
York; Hambros Bank Ltd.; Fredk. Huth & Co.; 
S. Japhet and Co. Ltd.; Kleinwort, Sons & Co.; 
Samuel Montagu & Co.; Moscow Narodny Bank Ltd. 
National City Bank of New York; N. M. Rothschild 
& Sons; J. Henry Schréder & Co. 
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THE 


STANDARD BANK 


OF SOUTH AFRICA, wumiteo 


Bankers to the Imperial Government in South 

Africa; and to the Governments of Northern 

Rhodesia, Southern Rhodesia, Nyasaland, and 
Tanganyika. 


Authorised Capital £10,000,000 
Subscribed Capital £8,916,660 
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LONDON WALL Branch—63 London Wall, E.C.2. 
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BANKING DEPARTMENT : 


Accepts Deposits, Current Accounts, Deposits in Polish and Foreign 
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Capital: 700 million Lire. 
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Assurance Company Limited. 
Head Office: BARTHOLOMEW LANE, LONDON, E.C. 2 
Marine Department: 2-6 Billiter Square, London, E.C. 3 


Established in 1824, 
Assets exceed £30,000,000. 


Directors: 
CHARLES EDWARD BARNETT, Chairman. 
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THE VISCOUNT BEARSTED, M.C. EDWARD RALPHE Douro HOARE. 
FREDERICK CAVENDISH BENTINCK. Davip LANDALE. 
ALFRED FOWELL BUXTON. COLONEL WILFORD N. LLoyp, C.B., 
JOHN CATOR. CN.O. 
Lorp DALMENY, D.S.O., M.C. | SIR CHRISTOPHER T. NEEDHAM. 
Major GERALD M. A. ELLIs. WILLIAM HEARD SHELFORD. 
FREDERICK CRAUFURD GOODENOUGH. ARTHUR JAMES STEWART TODD. 
THE MARQUESS OF HARTINGTON, M.P. HENRY ALEXANDER TROTTER. 
C. SHIRREFF HILTON. RICHARD DURANT TROTTER. 
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INSURANCES OF ALL KINDS : 


LIFE (with and without Profits). Assurances with Disability Benefits. 
Estate Duty Policies. Staff Assurance and Pension Schemes. 
Group Life Assurances. Children’s Deferred Assurances 
and Educational Endowments. Annuities. 


SINKING FUND and CAPITAL REDEMPTION. 


FIRE. 

MARINE. 

BURGLARY and THEFT. 

ACCIDENTS of all Kinds: Personal Accident and Disease, Third 
Party, Drivers’ Risks, Lift, Plate-Glass, and Workmen’s Compensa- 
tion with Special Policies for Domestic Servants. 

MOTOR CAR, MOTOR CYCLE. 

FIDELITY GUARANTEE. LIVE STOCK. 

BOILER and MACHINERY INSURANCE and INSPECTION. 


COMPREHENSIVE POLICIES FOR BUILDINGS OR CONTENTS OF 
DWELLING-HOUSES. 


THE COMPANY IS EMPOWERED TO ACT AS EXECUTOR AND 
TRUSTEE. 


Particulars of any of the above will be sent on request. 
T. B. Ponsonby, General Manager. 
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THE BANKER 
A Banker’s Diary 


November—Deneasher 


THE negotiations preliminary to the setting up of the new 
committee of inquiry into Germany’s reparation liability 
: (see October 1928 issue) appear to be 
— nearing completion. The discussions have 
centred around the constitution and powers 
of the committee, which, it is understood, will be composed 
of two experts appointed by each Government, including 
Germany. The Governments are not to be bound by the 
findings of the committee. An invitation is reported 
to have been sent to the United States Government to 
suggest for nomination two American citizens, to sit in an 
unofficial capacity. The functions of the committee are 
said to include the fixing of the number of annuities to be 
paid in respect of the reparation liability. 





AFTER long negotiations the first instalment of the Greek 
Government sterling loan for various public works was 
issued at the middle of December. The 
Greek Loan amount was {4 millions in 6 per cent. 
bonds, £200,000 of which was placed in 
Sweden, the balance being offered in London at a price 
of 89 percent. The Greek Government reserves the right 
to issue further bonds, ranking with these and for similar 
purposes, making together with this issue not more than 
£22 millions. Unlike the stabilization issue at the end of 
January (see March 1928 issue), this loan was not spon- 
sored by the League of Nations. Underwriters were 
left with three-quarters of the amount offered. 


THE flow of gold into Germany (see November 1928 issue) 
has continued strongly since the middle of November, 
the mark exchange having remained con- 

German __sistently at the gold import point. From 
Gold Inflow November 1 to December 15, according to 
current market reports, about £5 millions 

of gold was bought from the Bank of England, besides 
further amounts secured in the open market, for shipment 
toGermany. In the first half of the year the Reichsbank’s 
gold stock increased by Rmk. 219 millions; in the third 
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quarter by Rmk. 313 millions; and between September 29 
and December 15 by Rmk. 293 millions, making in all 
about {41 millions up to that date. Meanwhile the 
exchange reserve has undergone a considerable, though 
by no means commensurate, decline. The gold stock is 
now far in excess of the minimum required under the 
Reichsbank law. 


A CONFERENCE of representatives of the central banks of 
Sweden, Norway, and Denmark took place in Stockholm 
: . , early in December with the object of 
gag voc considering the possibility of reviving the 
Monetary Scandinavian Monetary Union, which dates 
from 1873 and has been in abeyance since 
the war. A report issued by the conference recommended 
restoration as soon as possible of interchangeability of 
gold, as opposed to token, coins. The consideration of 
interredeemability of notes was deferred until some 
uniformity is reached with regard to the manner of note 
redemption in the three countries, which do not operate 
the same type of gold standard. A small committee 
has been appointed to elaborate a draft scheme for 
interbank drawing facilities. 


AT the end of November the British Government made 
an offer of 44 per cent. Treasury Bonds, 1932-34, to deal 
_ in particular with debt maturing on 
Pe February 1, 1929. National War Bonds, 
Finance 5 2nd 4 per cent., falling due on that date 
were exchangeable into the new issue at 

the rate of {100 of the old for £106} and £101} of the new 
respectively. In addition, {100 of 44 per cent. Treasury 
Bonds due on the same date might be exchanged for 
£101} of the new bonds. Besides the conversion offer, 
cash applications were invited at the price of 99 per cent. 
Holders of the new Bonds will have the option, between 
July 16 and 31, 1929, of converting into 4 per cent. 
Consolidated Loan at the rate of £112 of the Loan for 
f100 of the Bonds. According to the latest debt state- 
ment, for March 31 last, nearly £100 millions of National 
War Bonds, almost all at 5 per cent., together with £73 
millions of Treasury Bonds, were due for redemption 
on February 1. In addition, £30} millions of 54 per cent. 
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Treasury Bonds fall due on April 1. The results of the 
issue were announced on December 20. Over £46 millions 
were applied for in cash, while holders of nearly £53 millions 
of War Bonds and {£47 millions of Treasury Bonds 
accepted the offer of conversion. 


THE effects of the amalgamation of note issues (see 
December 1928 issue), as far as seasonal movements in 
currency are concerned, were apparent in 
aa the Bank of England weekly returns sub- 
Susainhen sequent to November 22 and immediately 
preceding Christmas. Since 1914 the sea- 
sonal expansions have occurred principally in currency 
notes. Thus between November 30 and December 21, 
1927, the currency note issue rose by £5 millions and the 
Bank of England note circulation by £2 millions. This 
year, between November 28 and December 19, the Bank 
of England circulation increased by £17 millions. As a 
result of this change in the currency system, therefore, 
the ratio of the reserve in the Banking Department to 
deposit liabilities is subject to much wider fluctuation 
than in the past on account of regular expansions and 
contractions of currency in the hands of the public. 


ApouT the middle of December it was announced that 
application was to be made for incorporation of a new 
Canadian bank, to be known as Barclays 
Barclays Bank Bank (Canada). The proposed bank is to 
in Canada have a capital of $500,000, to be subscribed 
by Barclays Bank and Barclays Bank 
(Dominion, Colonial and Overseas), with an equal reserve 
fund, and is to begin its activities at Montreal. Barclays 
Bank already has a subsidiary in Canada, which, however, 
under Canadian banking law, is permitted to conduct an 
agency business only. 


NuMEROUs public offers of capital, mostly of moderate 
size and for a wide selection of industrial and trading 
companies, made their appearance during 

New Capital the month to mid-December. In addition, 
Market many undertakings, including a number of 
trust companies, made issues to share- 

holders. Public offerings met with a varied reception, 
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several being undersubscribed. Among non-company 
issues were an offer of {2 millions of 44 per cent. inscribed 
stock of Southern Rhodesia at 97, and one of £1,325,000 
of 6 per cent. sterling bonds at 94 on behalf of the City 
of Munich. Underwriters were required to take up about 
two-thirds of the first and one-third of the second. Two 
Canadian provinces placed blocks of sterling bills at 
about 4? per cent. 


On December 1 the Bank of Greece reduced its discount 

rate from 10 to g per cent., and its other rates accordingly. 

The Imperial Bank of India raised its rate 

7 from 6 to 7 per cent. on December 13. A 

reduction in the discount rate of the National © 

Bank of Bulgaria from 10 to g per cent. became effective 

on December 15. The Bank of Spain raised its discount 
rate by } to 54 per cent. on December Ig. 


British Industry and the Policy of 
the Bank of England 


HE widespread publicity which has been given to the 
attack upon the policy of the Bank of England 
contained in an article purporting to deal with the 

“General Economic Position,’ and published in the 
quarterly trade journal of the B.E.A.M.A. (British Electric 
and Allied Manufacturers’ Association), the trade organi- 
zation of the electrical industries, is worthy of notice on 
more than one ground. It draws attention once more to 
the widespread, if largely unexpressed, hostility to the 
Central Bank which is a not unnatural, even if regrettable, 
consequence of the price trends of the last few years ; and 
it is a further proof, if one were needed, that attacks upon 
constitutions gain in popular appeal in proportion to the 
degree that they substitute invective for argument. For, 
though it is impossible not to sympathize with the 
motives which have inspired the writer of this article, 
it is also, in our opinion, impossible not to deprecate the 
manner in which he has chosen to deliver his attack. 
That attack, to begin with, is characterized by a great 
deal of internal inconsistency. In 1927, we are told, 
“production in Britain and trade activity generally were 
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fully as favourable as in the majority of other industrial 
countries,’’ but the financial policy of the Bank “has been 
a very powerful factor interfering with the normal growth 
of business, and has contributed undoubtedly to the state 
of depression which has ruled in this country since March.” 
On the very next page it appears, however, that the 
situation in 1928 has been of a very special kind : “‘ The 
depression ruling in 1928 is of quite a different type from 
that ruling in any previous year other than 1g21I.”’ It 
is not depression in the basic trades, nor in the export 
trades which is now significant, but the fact that “the 
trade depression, which at one time was confined to 
what are regarded as export industries, has spread to 
other industries which depend on home consumption. 


For the first time . . . since 1921 the crisis is entirely 
one of home consumption, and it has little or no relation 
to the international trade position.’”’ This is an arguable 


position, though it requires detailed proof that the decline 
in the production of industries “which have hitherto 
been regarded as exceedingly active’”’ is due specifically 
to Bank of England policy. However that may be, it is 
at least inconsistent with the argument on page 5 of the 
article that ‘““‘the home market has been virtually ruined 
for the manufacturer through the wnbroken regime of 
credit restriction which has persisted during nine years, 
and we can attribute the lasting depression in industry 
to the policy initiated by the Bank of England in the 
autumn of 1920 and carried out with the support of the 
Governments in power without interruption until now.”’ 
The policy of the Bank, which begins by being a contribu- 
tory factor to a depression of a special kind, commencing 
at a specific date and affecting specific industries, ends 
by being the cause of the “virtual ruin” of the home 
market for a period of nine years! For, though it may 
be true that “the result of the campaign to reduce whole- 
sale prices which has been going on steadily since 1920 
has been to drive the basic industries practically into 
bankruptcy, while other industries have remained un- 
touched”’ (page 6), yet this does not prove that the home 
market has been virtually ruined, but rather the reverse. 
The “other industries’”’ have been able to buy the pro- 
ducts of the basic industries on relatively more favourable 
terms than before: an unfortunate state of affairs for the 
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latter industries, but not in the least for the former. 
And, in so far as an explanation of the depression of 
1928 is required, is it not legitimate to find this in the re- 
establishment of more normal ratiosof interchange between 
the products of these industries and the products of the 
basic industries ? The basic industries have been a poor 
market for capital and labour in recent years; the other 
industries have not. The latter have consequently 
been expanding quickly. Is it not reasonable to suppose 
that a point will come when they will be unable to extract 
the same prices (in terms of other goods) as before ? 
The moment of transition to a more normal relationship 
between the two groups of industries will be characterized 
by “depression” from the standpoint of the non-basic 
industries, but by improvement from the standpoint of 
the basic industries. On the face of it, it would seem 
desirable, rather than the reverse, that the price dispersion 
(a typical feature not only of periods of deflation, as the 
author of the article erroneously thinks, but of inflation 
also, and characteristic of the last fourteen years), should 
begin to come to an end. 

It is true that there is one price-series which, so far, 
shows no sign of speedily adjusting itself to the general 
downward trend of prices. The wage index in this country 
has remained practically without change since the second 
half of 1924, and the inevitable consequence has been a 
not inconsiderable rise of real wages. The higher real 
cost of labour may have been offset in part in recent 
years by the growing rationalization of industry, but it is 
quite clear that stable wage-rates at a time of falling 
prices must in themselves be a factor making for un- 
employment. If the social arrangements of society are 
such that the cost of unemployment is thrown in part 
upon classes other than the workers themselves, such a 
state of affairs may be, from the working-class point of 
view, better than any alternative state of affairs, which 
would involve a fall in real wages and a decline in un- 
employment. Assuming that the fall in the general price 
level has been the direct consequence of Bank of England 
policy, the difficulties of industry can be attributed to the 
disparity in the movements of wage-rates and other 
price-series. 

But this, with all due respect to the author of the 
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article in question, is not what he has set out to prove. 
His preoccupation should be with the situation in 1928, 
and it ought to be his task to show how Bank of England 
policy has particularly influenced the situation in recent 
months. Otherwise his insistence upon the peculiar 
characteristics of the “‘crisis’’ in the last nine months is 
quite meaningless. What arguments can be accorded 
in favour of the thesis that the renewed depression of 
1928 is due to the Bank ? 

The only specific argument adduced is singularly 
unfortunate. “The Bank of England,” we are told, “has 
made its policy dependent on movements in the United 
States and made sterling entirely subordinate to the dollar. 
The Federal Reserve Bank now decides the course of 
credit and of currency in this country. The industrial 
and economic position of the United States has, there- 
fore, more importance for the Bank of England than the 
industrial and economic position of Great Britain.”’ 
Now 1928, if it is significant in Bank policy at all, is 
significant for a reason the very opposite to that adduced 
as an explanation. For in 1928 the Bank of England has 
attempted to operate at the most critical period of the 
year with a bank-rate lower than that of the New York 
Reserve Bank, and lower also, except in the first quarter 
of the year, than that operative in 1927. It could have 
been argued that the Bank made its policy subordinate 
to the dollar in 1925, and was under the dominance of 
the franc in 1927, but it is certainly untrue to urge 
against the Bank today that it makes sterling “entirely 
subordinate” to the dollar. 

It does not follow that because the author evidently 
assigns an invalid explanation of Bank policy in 1928, 
that therefore Bank policy in 1928 was sound. But 
before it can be either praised or condemned, it should at 
least be understood. The Bank of England would appear 
to aim at a stabilization of the volume of funds in the 
market: replacing earning assets by gold, or gold by 
earning assets, as the circumstances of the moment would 
require. But, whilst the private deposits at the Bank 
have shown an extraordinary stability, the advances 
of the clearing bankers show an equally striking upward 
tendency, and now stand in the neighbourhood of £100 
millions more than they did at the time when the gold 
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standard was reintroduced. The present level of some 
£930 millions may be inadequate, as the author urges, 
but the point surely is that the restrictive policy of the 
Bank has not been inconsistent with a very considerable 
increase in the absolute volume of bank advances, 
possessing, in consequence of the fall in wholesale prices, 
a much higher purchasing power than they did even 
three years ago. And, be it noted, there is nothing in 
what has, so far, been said to make it appear that the Bank 
has exerted any greater pressure this year than it did 
in any previous year. In so far as Bank rate has been 
reduced, it has exerted, if anything, less pressure than: 
in the past. And yet the author, in his third attempt to 
estimate the period during which Bank policy has been 
particularly objectionable, argues that it is during the 
last eighteen months that the policy “has been such as 
to lead inevitably to disaster and to final bankruptcy 
of the basic industries.’’ Such looseness of interpretation 
really will not serve his purpose. 

What the author desires is that Bank of England 
policy “should be managed with a view to improving 
industrial conditions in this country.’’ His practical 
aims coincide with those with which Mr. McKenna is 
associated, and must be judged by the same criteria. 
If an expansion of credit is capable of adding to produc- 
tion without raising the price level, or what is, from the 
banking standpoint, the vital issue, imperilling the inter- 
national position of the Central Bank, an expansion, 
desirable on industrial grounds, could be ‘sanctioned also 
on banking grounds. But it must not be taken for granted 
that, under the peculiar social conditions obtaining in this 
country, an expansion of credit will necessarily exhaust 
its effects by raising wholesale prices. If it raises costs 
of living and gives a renewed upward impulse to money 
wages, its beneficial effects would be at once negatived. 
An expansion of credit without a rise of money wages is, 
in fact, one method of deflating real wages. Whilst 
there is grave reason to suppose that the present level 
of real wages is more than industry can pay, except at 
the cost of a large volume of unemployment, it may still 
be open to doubt whether a new wave of inflation is the 
right method of overcoming the difficulties of the present 
moment. 
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been that of the Bank Charter Act of 1844. Hence- 

forward, and until a further review of our monetary 
system is undertaken, the Currency and Bank Notes Act 
of 1928 will rank as of scarcely less importance than the 
former statute. 

The war may be said to have cast both our currency 
and central banking system into the melting-pot from 
which it was retrieved by the Cunliffe Committee in 1919. 
The acceptance of the policy then formulated involved 
two prominent decisions. The first ensured the preserva- 
tion of the essential features of the pre-war banking 
system. For the Committee decided, after reviewing the 
banking arrangements of other countries, that they were 
not so well suited to our own needs as that created by the 
Act of 1844. By the other decision the determination 
to restore the gold standard without devaluation became 
a guiding principle. The Treasury Minute limiting the 
currency note issue was the first step towards making it 
effective. The final step was taken in 1925 with the 
passage of the Gold Standard Act. Meanwhile the 
Bradbury Committee of 1924, in addition to confirming 
the general policy of the Cunliffe Committee, was specially 
concerned with the fusion of the Treasury and Bank of 
England note issues, an essential part of the general plan. 
At the time, however, it was impossible to foresee what 
gold reserve would be needed behind the note issue. 
Hence the interval until the Currency Act of this year. 
By this Act we may be said to have returned to 1844, 
but with certain differences that may well prove greater 
in reality than in appearance. With the fusion of issues 
we have again a fixed volume of fiduciary currency. But, 
whereas before the war it was £19,750,000, it has now 
become £260,000,000, a change that is the counterpart of 
the substitution of paper for the golden sovereign. It is 
not the amount, but the fixity of the total value of 
fiduciary notes upon which attention must be centred. 
Pre-war critics of our banking system commonly alleged 
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1928 II 
that our note issue was seriously defective in that it was 
inelastic. Orthodox banking opinion, however, beheld 
in this rigidity the principal security for that “‘ automatic” 
action which was thought to be the essential quality of a 
sound currency. The Cunliffe Committee affirmed this 
view. At the same time it recognized that in the past 
occasions had arisen when it was necessary to relax the 
limit. Such occasions might arise again. Hence the 
Committee advised that “in times of acute difficulty ”’ 
the Treasury might sanction an issue in excess of the legal 
amount. Effect has been given to this recommendation 
in the recent Act. We seem, therefore, to have returned 
to 1844. But the return may not be so real as it seems. 
During the discussions in Parliament over the Currency 
Bill it became apparent that the strength of the theorists 
of the old automatic currency school had somewhat 
declined. The supporters of a managed currency, de- 
siring greater elasticity in the note issue, had waxed 
in power. The practical outcome of this change of 
opinion is difficult to anticipate. It might well happen 
that during the next year or two a convention will arise 
according to which the Treasury will sanction an extension 
of the fiduciary issue, not because of an acute financial 
crisis, but as a normal method for increasing the currency 
when the Treasury and the Bank agree in thinking 
it necessary. Certainly the balance of contemporary 
authority appears to be in favour of treating the 
power to relax the limit as intended for use rather 
than as a last resource in time of extremity. The new 
Bank Act differs in another important respect from that 
of 1844 in that the profits from the issue of notes now go 
to the Treasury and not to the Bank’s shareholders. 

The actual fusion of the note issues was carried out on 
November 22, the appointed day under the Currency 
Act. It was made the occasion for introducing important 
changes in the form of the weekly bank return. Those 
having chief significance relate to the banking department 
where the item “ other deposits ’’ has been distinguished 
as “‘ bankers’’’ deposits and “ other accounts,” while 
“other securities’ are separated into “ discounts and 
advances ”’ and “ securities.’’ This response to the long- 
standing appea. for further light on the credit position 
makes it possible to understand more clearly the state of 
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the money market and the nature of the Bank’s open- 
market policy. It now remains for the clearing banks to 
play their part by analysing their cash into “ coin,” 
““ notes,”’ and ‘‘ balances at the bank.”’ 

One of the outstanding features of the past year’s 
banking history in this country has been the character 
of the gold movement and the policy connected with it. 
At the close of 1927 the gold in the issue department was 
£152,408,849. The ratio of reserve to liabilities in the 
banking department was 24} per cent. On December 27, 
1928, the gold stock was £153,783,646, and the ratio was 
21 per cent. But between these dates there occurred 
during the first eight months of the year a large gold 
influx which gave a stock of {173,907,475 by September 12. 
On that date the reserve ratio was 58°2. Then a reverse 
gold flow set in, mostly to Germany, causing the loss of 
nearly all the previous increase. But the chief interest 
attaching to this very considerable rise and fall in the 
Bank’s store of gold is not that of the gold movement 
itself. It belongs rather to the controversy over monetary 
policy to which it has given rise. Throughout the year 
the bank rate has remained unchanged at 44 per cent. 
Moreover, while gold was flowing in, its effect on the market 
was counteracted. Further, when the Midland Bank, 
departing from the usual course adopted by the joint- 
stock banks, itself imported a large quantity of gold, 
doubtless with the object of widening the basis of bank 
credit, the effect was neutralized by the policy of steriliza- 
tion pursued by the Bank of England. At this point 
criticism was frequent, and a good deal of it was con- 
demnatory of the Bank’s policy in preventing the new 
gold from having its expected result in the expansion of 
credit. The months that ensued provided the Bank with 
a very effective retort. The gold went out even faster 
than it had come in, and the outflow was equally dis- 
regarded so far as overt action by the Bank was con- 
cerned. Possibly the retort might have been countered 
by the argument that the autumn gold drain was of a 
kind that could have been checked without requiring a 
contraction of internal credit. 

The international gold flow during the past year may 
be regarded as interesting from another point of view. 
It has been understood to be the policy of our banking 
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authorities that gold should, as far as possible, not be 
retained at one or two great centres, but that, as the 
central banks of the various countries were able to 
strengthen their position, they should be encouraged to 
substitute gold for valuta in their reserves. Whether this 
policy will prove to be in harmony with the aim of main- 
taining a stable international price level in face of a world 
gold stock that is expanding but slowly may be open to 
question. At any rate it has led to an increase in the 
stock of gold held by nearly all the central banks of 
Europe in the past twelve months. Germany and Italy 
more particularly have been large gainers. 

While referring to the general subject of bank policy, 
one further point should be recalled. During the latter 
part of this year the market discount rate has been 
pegged at the instigation of the Bank. The result is, of 
course, to give a greater power of control to the central 
authority. The pegged rate has not been absolutely and 
always adhered to, but it has been substantially effective. 
A nice question of monetary principle is thereby indicated. 
The function of dealers in a market, and presumably in the 
bill market among others, is to bring both capital and 
highly trained judgment to bear upon the problem of 
equating demand to supply. When price is fixed by 
authority this function largely falls into abeyance. What 
is likely to be the result upon the adjustment of credit 
employed in the discounting of bills ? The same train of 
reasoning may be applied to the policy that has prevailed 
with regard to the bank rate. How far in a free gold 
market is it desirable to regulate demand to supply by 
frequent price changes? During the past year the modern 
practice of maintaining a fixed price to which demand 
and supply are adjusted has been evident in the sphere of 
banking as it has been for long among the industrial 
combines. 

In any review of the main events in the past banking 
year the stabilization of the franc must be given a pro- 
minent place. In 1926 an expert committee laid down six 
conditions precedent to stabilization : the equilibrium of 
the trade balance ; a balanced budget ;. Treasury stability ; 
the existence in the Bank of France of cover in gold or 
foreign currency sufficient, together with commercial 
assets, to back the note circulation; the settlement of 
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foreign debts; and the adaptation of the general economy 
of the country. In the spring of this year it was recog- 
nized that these conditions had been substantially 
fulfilled. The chief doubt related to the parity of French 
with world prices, but in May it was estimated that there 
was only a difference of 44 points between the internal and 
external price level. Meanwhile the creation of new 
paper money, occasioned by the very heavy speculative 
purchases of the franc, threatened to be a serious danger 
demanding early stabilization as the obvious remedy. 
Opposition was naturally greatest from the numerous 
holders of pre-war Government issues who had been 
hoping for a further, if not a complete revalorization. 
The balance of opinion, both at home and abroad, was 
largely in favour of prompt stabilization, and on June 24 
it was accomplished. The old standard coin, the gold 
louis of 20 francs, was replaced by a coin, not for circu- 
lation, of 100 francs. The new franc was given a content 
of 654 milligrammes of coined gold goo fine having a 
sterling parity of 124°21 to the pound. It was thus 
virtually a ‘‘twopenny franc.” The note issue was 
rendered convertible either into gold currency or bullion 
at sight on demand. The Bank of France was placed 
under the obligation of keeping a stock of gold coin or 
bullion to a value of not less than 35 per cent. of the com- 
bined note circulation and creditor current accounts. No 
maximum was placed upon the note issue. At the time 
the internal intrinsic value of the franc was below external 
parity. The difference as indicated by the wholesale 
price index was in the ratio 624 : 750. Consequently 
France still had an export exchange bounty which, 
however, has since been gradually falling through the rise 
of French prices and wages. 

After our own Currency Act and the stabilization of 
the franc, the most noteworthy feature of the year has 
been the remarkable boom on the Wall Street Exchange. 
The year opened with money at a very low rate and no 
very strong demand from industrial users. At the same 
time many stocks, as the result of continued prosperity 
and large profits, appeared to be undervalued. This 

may be regarded as the basis of the boom which, cleverly 
stimulated by professional dealers, rapidly spread until 
the whole country may be said to have turned its attention 
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to stock and share dealing. The daily turnover of shares 
became stupendous. Most important as the feature of 
the boom was the absorption of immense funds in the 
form of brokers’ loans notwithstanding that call money 
rates rose from an average of under 4 per cent. for 1927 
to an average of 74 per cent. last August. For short 
periods the rate has been as high as 12 per cent. The 
most dramatic rise in share values occurred in respect of 
a comparatively small number of industrial securities ; but 
the extent of the broad appreciation is suggested by a com- 
parison of the security price index number, based on 394 
stocks. With the prices of 1926 taken as 100, those for 
January 1928 were 134°4, and for October 167°7. The 
boom, which for the time being at least has died down, 
has exercised an important influence on our own money 
market. It has been largely responsible for the check to 
our own inflow of gold and the increasing tightness of 
money on the London market. Moreover, it has diverted 
foreign borrowing from New York to London, particularly 
on the part of Germany. The general effect has been to 
strengthen the position of London as an international 
financing centre. 

The great Wall Street boom has had a faint reflection 
in the activity of the Stock Exchange. It has been 
largely due to the remarkable number of new issues, many 
of them of a very speculative nature, for which for a time 
there was an eager public demand. It may be said that 
both in the United States and in this country the 
characteristic quality of 1928 in the world of money has 
been the absorption of funds in finance in a way that has 
not been very helpful to industry for the time being, but 
should eventually lead to a considerable growth of fluid 


capital. 


J. Horstman and Co., Limited 


We are informed that a company has been formed 
under this title with an authorized capital of £1,000,000 
to take over the business of acceptance bankers formerly 
carried on by Messrs. Horstman & Co. . The directors of 
the new company are: Sir James Lochore, the Hon. 
Cecil A. Campbell, Baron R. Fred Westenholz, LL.D., 
Albert J. Fransella (Dutch origin) (managing). 
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The Experts and the Mobilization 
of the German Debt 


By Joseph Caillaux 


(Sénateur, Ancien Président du Conseil) 


Experts may mark an important phase in the 

problem of reparations if it results in the mobiliza- 
tion of the German debt. The political advantages of 
such an operation will be evident to all; the settlement 
of the European War would be definitely removed from 
the political sphere and would cease to be an obstacle 
to the great international effort in favour of lasting 
peace. 

This hope alone should suffice to direct the benevolent 
attention of public opinion in all countries to the work 
of the Committee when it opens its deliberations and to 
allow this work to develop in a favourable atmosphere. 
There will indeed be numerous difficulties in the way of 
the desired end, and an objective examination of all the 
oppositions and divergences to be reconciled may perhaps 
go some way to facilitate the final agreement. We know 
fairly well the positions which will be taken up on the 
first day by the various European countries. 

Great Britain, constant in its policy since 1922, will 
certainly hold to the principles of the Balfour Note and 
will confirm its intention only to demand from its debtors 
the amounts which it requires to repay the United States. 
France will endeavour to obtain first a sum sufficient to 
pay her debts and then the “ substantial surplus ”’ which 
Mr. Bonar Law offered to her on January 4, 1923. Of 
what magnitude will this surplus be? Certain articles 
inspired by the present Government estimate that it 
should be 60 milliard francs or about 10 milliard gold 
marks. The British offer of six years ago amounted to 
7,600 millions. The difference is negligible. We must 
not, however, forget that this would represent barely 
one half of the expenditure on the devastated areas which, 
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with the interest capitalized, amounts to 120 milliard 
francs; to which must be added in all probability another 
10 milliards of expenditure in the forthcoming years. 

Belgium also demands sufficient to cover her debts 
and a part of her reparations. The priority which has 
been granted to her in the German payments does in fact 
considerably reduce the claim outstanding, but there 
still remains the question of the six milliards of marks 
circulated in Belgium during the war and repaid at par 
after the armistice, which the Government at Brussels 
understands is to be covered by Germany. We are less 
certain about the intentions of the Italian Government. 
It would appear according to some information, that 
although demanding on principle a surplus on account 
of reparations, it might be satisfied with the payments 
necessary to repay its debts. 

What is the sum total of all these claims? What 
Europe has to pay to the U.S.A., either directly or through 
the medium of England according to the principles of the 
Balfour Note, capitalized at 5 per cent., has a present 
value of about 30 milliards of gold marks. The different 
surpluses discussed above, demanded under the heading 
of reparations, cannot be compressed much below 10 
milliards of gold marks. 

We thus reach a final total of 40 milliards rm be 
obtained from the commercialization of the German 
liabilities. Let us leave aside for the moment the 
problem of the placing of this mass of liabilities and 
consider what Germany expects from the Committee of 
Experts. The Dawes Plan exacts from her at present an 
annuity of 2,500 million marks, and the German Govern- 
ment does not conceal its hope of obtaining a reduction 
in this annuity. 

Now, a loan of 40 milliards, if issued at 6 per cent., would 
require (including redemption) an annuity of 2,400 million 
marks, almost the same as the present sum paid by 
Germany, and the current rate of interest obliges us to 
consider that the success of the loan could only be assured 
at 7 per cent., which (including redemption) would 
require a larger annuity than the one now in force and 
renunciation by Germany of the transfer clause assured 
to her by the Dawes Plar. 

Put in this way the problem of the mobilization of the 
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German debt could be solved only by an increase of the 
burden on Germany, exactly the opposite of what she 
expects from the Committee of Experts. Does this mean 
that the problem is insoluble? One solution comes 
immediately to mind—always the same—the reduction 
of the American claim on Europe. But the attitude 
taken up by the United States Government is too clear 
and too recent for us to hope for any change in the 
principles which inspire the policy of Washington. 
However, it is perhaps possible to put a “ business 
proposition ’’ to business men such as the Americans. 

Their total claim represents 30 milliards of gold marks, 
but the risks must be taken into account. A considerable 
risk is the spreading of the payments over sixty years. 
Another not less grave is the distribution of the debts 
between different countries, and above all there is the 
entanglement of European claims which may, and we 
are tempted to say which ought to, engender international 
complications from which the American creditor will be 
or would be the first to suffer. 

All this would warrant a considerable discount on the 
total of the debt at the time when the mobilization of the 
German debt would permit the liquidation of the European 
debts to the United States. The same reasoning applies 
to the various “ surpluses ’’ demanded by the creditors 
of Germany. The latter have, in addition, a supreme 
interest in the liberation of Europe from the reparations 
problem. 

Germany itself would find advantage in an operation 
of this nature; a loan of twenty or thirty milliards could 
take place only with universal participation in the 
subscription. In return for the abandonment of the 
transfer clause Berlin could reckon as an asset the impor- 
tant fact, for a large country, that there were throughout 
the world millions of holders of its bonds who would 
henceforth regard the State whose paper they held in 
quite a different light to that in which it appears today 
to the Governmental war creditors. For if debts between 
States are a source of conflict, the international diffusion 
of loans is on the other hand a factor making for solidarity 
and peace. 
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Labour, Trade Unionism and 
Safeguarding 


Features of the Controversy 
By the Right Hon. William Graham, LL.D., M.P. 


(Chairman of the Public Accounts Committee of the House of Commons ; 
formerly Financial Secretary to the Treasury) 


often suggested that ultimately the Trade Unions 

might be the effective protectionists. To their domes- 
tic programme which aimed at safeguarding wages and 
working hours they would add items seeking the external 
protection of their industry, so far as that could be 
achieved by tariff devices. But the difficulty always 
lay in the proposed taxation of imported foodstuffs. 
By no other route could a genuine preference be given to 
the Empire. Trade Unionism accordingly concluded 
that the increased cost of living would be general; that 
the benefits of tariffism could apply at best only to the 
industries immediately affected; that having regard to 
the conditions of collective bargaining it was by no 
means certain that even in these industries higher wages 
or better working conditions would be afforded; and in 
that atmosphere the disposition to support changes in 
the fiscal system faded away. 

But here as elsewhere the World War upset much of 
the orthodoxy of the time. During the strife everything 
was regulated on a large scale. In post-war conditions 
depreciated exchanges gave certain competing countries 
a large export advantage; goods were dumped in Great 
Britain in great quantities at prices with which we could 
hardly compete; and legislation designed to deal with 
these conditions—however impossible some of its economic 
propositions—shaded gradually into pleas for the safe- 
guarding of industries by the imposition of duties, usually 
334 per cent., in selected cases which -proved their case 
before committees appointed by the Board of Trade 
after specific inquiry under the Safeguarding of Industries 
Act. In this transition individual Labour members and 


I the fiscal controversy following 1903 tariff reformers 
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Trade Unionists had supported here and there the 
retention of the McKenna duties on imported motor- 
cars and other articles; one or two had been favourable 
to the extension of safeguarding to Nottingham lace; 
but nothing on a large scale emerged until the Iron and 
Steel Trades Confederation, probably with one eye on 
conditions of the steel industry in Sheffield, sought 
impartial conference with the political and industrial 
leaders on safeguarding, and the Yorkshire textile Trade 
Unions decided to support the employers in an application 
for a safeguarding duty on imported dress goods. It is 
therefore suggested that there has been a quite definite 
movement away from the strictly free-trade basis. That, 
however, exaggerates what is merely at this stage a sporadic 
tendency, which nevertheless deserves careful examination. 

Labour and Trade Unionism is still broadly of free- 
trade faith. It observes (a) that the aggregate amount 
of industry covered by the McKenna duties, the key 
industry duties, and the safeguarding duties is so far 
small, and that as most of the duties came into force only 
in 1925 it is impossible at this stage to make definite 
pronouncement regarding the economic results; (b) that 
no party in the State is prepared to tax foodstuffs, raw 
materials, or to apply a duty to a large-scale industry, 
as in the Government’s refusal to protect steel on the 
ground that that would be violation of the anti-protection 
pledge of 1924; and (c) that the effective test must turn 
on the aggregate volume of British commerce and 
employment, and that if the duties reduce that all-round 
aggregate they have manifestly failed in their object, 
even if they stimulate temporarily or otherwise individual 
trades. The position is thus radically different in 
essentials from the fiscal controversy initiated by Mr. 
Joseph Chamberlain in 1903; and substantially different 
from the proposals on which Mr. Baldwin encountered 
defeat at the polls in 1923. For at that time he definitely 
excluded foodstuffs and raw materials, and concentrated 
on a general tariff on imported manufactures, with 
special care applied to those which were the raw materials 
of other trades. Now the programme is narrower still. 
It is not general tariff; it is merely a promise that all 
industries (held to include large industries like iron and 
steel) will not be precluded from presenting their case 
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under the safeguarding machinery, which for this purpose 
will be simplified, it is understood, in the direction of 
a centralized and probably permanent tribunal. 

These large-scale changes have undoubtedly impressed 
at least a section of the Trade Union leaders. That they 
have also impressed several of the Parliamentary Labour 
members is not disputed. But there are certain broad 
considerations to which the movement in general has 
remained devoted. In its review of post-war European 
conditions it has been impressed by the great development 
of Customs barriers; the new countries, carved out of the 
old, have been specially aggressive in that pursuit; 
and it is conceded that, comparing Europe and its nearly 
thirty separate Customs organizations and frontiers with 
the vast expanse of the United States enjoying complete 
domestic free trade, it is not difficult to ascertain the 
restrictive effect on the aggregate volume of trade and the 
presence, traceable to this cause, of at least a portion 
of current unemployment. Labour agrees with the 
recent bankers’ manifesto that it would be entirely in the 
public interest if these Customs barriers were swept 
away. It acknowledges the validity of the Cunliffe 
Committee’s plea that towards the restoration of the 
foreign exchanges the freest interchange of commodities 
is essential. Related to European or world conditions 
there is therefore little enthusiasm for even a mild 
tariffism ; and the tendency is to fall back on the circum- 
stances of individual trades, aggravated by seven years 
of industrial depression and an apparent deadweight of 
unemployment at approximately 1,300,000 people. 

Further, the contradictions in part of the case of the 
safeguarders are fully appreciated. Labour is socialist 
or collectivist; that is described as its fundamental 
solution; hence the revival of the old Social Democratic 
Federation plea that the fiscal system is not of particular 
moment, and certainly under a publicly-owned industry 
would not present great difficulty of adjustment. Again, 
taking a line through the statistics applicable to the 
safeguarded industries—--gloves, wrapping-paper, hollow- 
ware and others—Labour and the Trade Unions observe 
that only in the case of lace are there reliable official 
figures; the statistics relating to the other industries are 
officially bound up with material which is not safeguarded. 
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Now admittedly after three years of trial the additional 
numbers of people engaged are small; here and there 
the total is actually less than before the application of the 
duties ; and in almost every instance the entrepot trade in 
re-exports has been seriously reduced. How far that has 
destroyed, in unemployment, the gain achieved in the 
other direction it is impossible to say. For such figures 
as exist are one-sided; they do not measure the negative 
effects of the duties. And the only method of approaching 
this problem is the scientific method; that is, the facts 
must be assessed, whatever our fiscal views, with merciless 
impartiality. Further, the duties do not apply to any 
of the large-scale industries which provide the great bulk 
of unemployment, and it is not so proposed to apply 
them, save in the request preferred in iron and steel and 
in woollen textiles. And the total annual revenue derived 
from the duties is literally infinitesimal, so that if there 
is indirect damage—as in the entrepot trade in re-exports— 
it may be assumed that the financial return is in practice 
speedily overwhelmed. All these contradictions and many 
others are present to the minds of the Trade Unionists. 

Nevertheless, the plight of individual industries is 
grave. Inthe Yorkshire woollen textile case the employers, 
after several years of effort, have persuaded the Unions 
officially that they cannot compete successfully with 
certain classes of imported dress goods. Hitherto the 
Unions, as in 1925, have successfully resisted proposed 
reductions in wages, save perhaps in the modification or 
termination of the agreement in 1927; they have pleaded 
that the real cure is the domestic reorganization of the 
industry; that a duty could only increase the price to 
home consumers, which they considered could hardly 
stimulate demand; that the sound course was to press 
ahead with efficiency methods in which they were pre- 
pared to co-operate; and that legislation in general 
should seek the increased purchasing power of the masses 
as the true method of approaching the latent demand for 
these excellent goods. Until now these pleas have held 
the field. But the employers have insisted that, even if 
all or many oi them are admitted, they cannot meet the 
competition; and the simple choice lies between a 
reduction of wages with a view to further reduction of 
costs and presumably of the prices of the goods, and, on 
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the other hand, application for a safeguarding duty. 
Since 1921 the material sacrifices of the Yorkshire factory 
workers have been substantial. Further concession 
would, according to the Unions, produce inevitable 
stoppage, which would only aggravate the troubles of 
the industry. Hence in large measure their decision to 
support the application. In other areas substantially 
the same conditions have influenced the Trade Unions. 
But in taking that line they have urged that it involves 
no departure from their support of the Labour movement ; 
it is not a declaration in favour of tariffism; they will 
still press for the reorganization of the industry; and this 
step will probably be regarded as an experiment on which 
they will be at liberty to go back at any time when the 
facts clearly dictate that course. Presumably this is 
substantially the attitude of the Iron and Steel Trades 
Confederation, which has suggested an impartial discussion 
of the subject with the political and industrial leaders of 
the Labour movement. Individual industries may there- 
fore tend to group themselves—employers’ organizations 
and Trade Unions—behind pleas for safeguarding. No 
one believes that that movement will be widespread ; it 
certainly will not be unanimous; but it may be sufficiently 
strong or influential to shift the position of this problem 
in British politics. 

In its approach to British Labour what, in existing 
conditions, would such a tendency find? It can be 
conveniently summarized :— 


1. Labour is not now keenly interested in the key industry 
duties, especially if it is plain that in emergency these industries 
are vital to the security of the country; and provided that imports 
are permitted if the British supplies are inadequate. 

2. Labour is not generally opposed to the Merchandise Marks 
Acts, in so far as they aim at giving consumers definite information 
regarding the origin of goods; in that spirit their mildly protective 
character is ignored. 

3. Labour is officially pledged to the repeal of the safeguarding 
duties; but in that general policy there would be no disposition 
to dislocate an industry, and in any event the results of the 
experiment would be carefully studied. 

4. Labour has also indicated that it wil] exclude sweated goods 
manufactured abroad under manifestly inferior conditions of 
employment, but subject to the development of international 
agreement regarding working and other standards; how exactly 
this will be applied is uncertain, for there are many in the Labour 
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ranks who would use it as a lever or threat to stimulate better 
competitive conditions (that is, higher standards for the 
labour employed) in other countries. 


On that basis the problem of the moment is whether the 
incipient safeguardism of some of the Labour members 
and the Trade Unions will find reconciliation in the plans 
to which the movement is already broadly committed. 
Between fundamental economic truth, which everywhere 
recognizes that the maximum freedom in the exchange 
of commodities is of great importance, especially to a 
financial and shipping centre like Great Britain, and the 
immediate and pressing demands of specific industries, 
fighting after seven years of depression with their backs 
to the wall, there may well be interesting strife. In 
some cases Labour members and Trade Unionists would 
willingly see the controversy farmed out to a highly 
skilled tribunal, on the lines recently suggested by Sir 
Burton Chadwick, and regarded as a purely industrial 
issue, to be decided in terms of what is best in the national 
interest. But the great majority will probably continue 
their belief that under the four points summarized Labour 
has sufficiently defined its attitude; that within such a 
policy recovery will come with maximum free trade and 
drastic domestic reorganization of industry, extending 
to ownership itself; and that in any event free trade and 
tariffism, even in small doses, go to the roots of British 
economic progress, and effective decision in_ the 
problem must be reserved for Parliament and the political 
representatives of the day. 


Banking Appointments 
Mr. Follett Holt has been elected a director of Barclays 
Bank, Limited. 


Admiral of the Fleet Earl Jellicoe has joined the 
board of the Midland Bank. 


Mr. James McMurray has beer. elected a director of 
the Imperial Bank of Persia. 


Mr. Edward Horace Walpole has joined the board of 
the National Bank. 
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The National City Company 
Building 
52 Wall Street, New York 
By Professor C. H. Reilly 


WENTY years ago, when I first saw Wall Street, 
with its jostling row of narrow-chested, lanky 
buildings all squeezed up against one another and 

looking like a street in the City of London stretched 
heavenwards, but without any proper redesigning, the 
two pleasantest structures to European eyes were the 
little isolated Treasury building—a Greek temple which 
had been mislaid by the Baptist community—and the 
offices of the National City Bank. These latter, at No. 55, 
consisted of a powerful rectangular block of two imposing 
storeys, each with its fine Roman order of columns, the 
work of the great firm of Messrs. McKim, Mead and 
White, when all three partners were alive. The interior, 
with its detail from the Pantheon at Rome, was then the 
finest bank interior in the town. It had great scale and 
massiveness, yet distinction. I say “had,” but this 
building still exists and is the headquarters of this 
great bank. The new building here illustrated is merely 
its overflow on the other side of the street, and the same 
great firm of architects, but with new partners, has 
designed it. Soon, I suppose, the headquarters at No. 55 
with the strong horizontal lines of its two great storeys 
(really cloaking eight), which give it such distinction 
today in contrast to its elongated neighbours, will be 
torn down and another great pile of thirty storeys erected 
in its place. Nothing less is economic in such a neigh- 
bourhood, unless one allows vast sums for the psycho- 
logical effect a comparatively low structure holds. Who 
but the richest can afford not to go up? Even Messrs. 
Morgan’s bank at the corner of the street, so long some- 
what ostentatiously of one storey, has now had the great 
superstructure added, for which I believe the steel was 
always in place. 
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Turning, then, to the new premises of the National 
City Bank at the opposite side, at No. 52, one must judge 
them not as they are today, an isolated slab of tall 
building only 44 ft. thick, but as part of a rebuilt Wall 
Street, when all the structures on either side have been 
built to the full height allowed by the new zoning law. 
One must imagine not the straggly stretched-upwards 
street of today, but one in which the buildings after 
rising some 200 ft. in the vertical from the pavement 
level (two and a-half times, that is to say, the width of 
the street), setting back in graceful terraces on either side, 
and then gradually separating themselves into towers, 





THE MAIN ENTRANCE, 52 WALL STREET 





each crowned with some 
rich feature. The build- 
ings separate themselves 
longitudinally after a 
certain height in order 
to let light down their 
flanks, but these flanks, 
when they rise into the 
sky, cannot be left bare 
as the walls of mere light- 
ing areas. Hence these 
curious crowning  fea- 
tures, Roman _ temples, 
Greek mausoleums, and 
the like, which are be- 
ginning to fret the sky- 
line in this quarter of 
the town. On the larger 
sites higher up the island 
the American architect 
can indulge in a central 
towerand group his great 
terraced structure round 
it. Here he has only the 
long, narrow plot of an 
original city house on 
which to build. The 
utmost he can do there, 
if he thinks it worth 
while, is to give his top 
storeys—-which will some 
day stand, as it were, 
isolated on an _ upper 
world of buildings— 
some easily recognizable 
shape. For this top- 
most structure, Messrs. 
McKim, Mead and White 
have again chosen a 
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Roman temple and have further isolated it by building it 
in white and green marble and bronze. For the rest, under 
the strange conditions of a building of thirty-two storeys 
on a site with only a 44-ft. frontage to Wall Street, the 
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THE TRUSTEE DEPARTMENT 


architects have done the best possible in the solid Roman 
manner of their own great building opposite. When the 
buildings on either side are pulled down and rebuilt—and 
one already appears to be in process—this new building 
will come into its own. It will then sit back comfortably 
among similarly terraced neighbours. It is a little unfair, 
therefore, to judge it as a whole in its present isolated 
state. When its flanks are clothed, the parts that one 
will see—such as the three great entrance doors and the 
great pilastered portico over them, the fine series of 
interior halls, one to each floor, and even the little marble 
temple against the sky—will all seem adequate expressions 
of that quiet classical dignity with which American 
bankers pay a very proper respect to their craft. That 
such a structure should have been built in six months is 
one of those modern miracles of organization which 
America has taught us to expect, but none the less to 
marvel at. 


We regret to record the death of Mr. Walter Phillips, 
accountant of the English, Scottish and Australian 
Bank. 
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The Origin of the Cheque 
By R. D. Richards 


N the frontispiece of Mr. W. F. Spalding’s well-known 
| book, “The London Money Market,”’ there appears, 

through the courtesy of Mr. Ernest Sykes, B.A., of 
the Institute of Bankers, a reproduction of an early 
cheque for {9 13s. 6d., drawn in 1675 on Thomas Fowles, 
a Fleet Street goldsmith banker.* Mr. Spalding states 
that this “‘is believed to be the oldest cheque in England,” 
and the reproduction is headed: “The Oldest Cheque 
in England.”’ 

It is, however, interesting to note that there is an 
earlier cheque in existence, dated 1670, which is preserved 
among the valuable records of Child’s Bank (Messrs. 
Glyn, Mills & Co.). There is, also, as will be shown later, 
in existence contemporary documentary evidence which 
proves that the cheque was in use in the London of 
Charles II even so early as 1665, ten years before the - 
specimen referred to by Mr. Spalding was drawn on 
Fowles. 

Thomas Fowles was one of the lesser bankers of the 
post-Restoration epoch. His banking activities were on a 
very small scale when compared with the operations of 
such powerful goldsmiths as the members of the wealthy 
group which financed the Government of England in the 
vears immediately following the accession of Charles II. 

Of this group of financiers, Sir Robert Viner, “dealing 
in the way of a gouldsmith banker and having consider- 
able sumes of money att his disposall’’; Alderman 
Edward Backwell, who, by Charles II’s command, “did 
transport himself with his servants unto ffraunce to 
count and receive ye sume of ffour Millions and five 
hundred thousand livres agreed to be paid to his Majestie 
by the ffrench king upon the rendring of Dunkirke” ; 
Francis Meynell, who in 1666 was succeeded by his son 
Isaac; and Gilbert Whitehall were the most powerful. 
Edward Backwell, of “The Unicorn,’ ‘Lombard Street, was 





* A reproduction of this cheque also appears in ‘the | ‘Times’ ‘ dated 
January 5, 1915, and in the “ Accountant”’ dated September 29, 1928, 
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banker to the Commonwealth of England, to Charles II, 
to the Duke of York, to the East India Company, to 
the Muscovia Company, and to the other bankers of the 
day. “The Unicorn” appears to have functioned as a 
Reserve bank, and its outstanding position at the close 
of the Second Dutch War in 1667 is shown by the state- 
ment made to that very observant critic, Mr. Pepys, by 
Sir George Carteret, the Treasurer of the Navy. It was 
Carteret’s carefully considered opinion that if Backwell 
failed to honour his obligations at that time, then “the 
King and the Kingdom must as good as fall.”’ 

There is a great deal of contemporary documentary 
evidence which proves that the financial transactions of 
the wealthiest of the goldsmith bankers were of a remark- 
able nature in the four decades (1654-1694) which pre- 
ceded the foundation of the Bank of England. Many of 
Backwell’s personal ledgers and account books, for 
example, are still preserved in the historic banking house 
of Child*; and in another famous and historic Fleet 
Street bank, Hoare’s, there is a much-treasured ledger 
which was once the property of Richard Hoare, a well- 
known pre-Bank of England goldsmith banker. In 
addition, there is an embarrassing wealth of other con- 
temporary documents preserved in the Public Record 
Office, which contain a great deal of information about 
the transactions of the goldsmith bankers. Among these 
latter documents are the Records of the Treasury, the 
Records of the Exchequer, and the Early Records of 
Chancery Proceedings, a wide and valuable field of re- 
search which has been unduly neglected by the economic 
historian. 

These important documents prove conclusively that 
the goldsmith banker was well acquainted with the various 
phases of modern banking. He accepted, and paid 
interest on, deposits ; he discounted bills of exchange and 
various types of Treasury-Exchequer money orders; he 
cashed cheques drawn on him by his various customers ; 
he bought and sold bullion; he circulated his own bank 


* A detailed account of the banking business of Backwell by the 
present writer appears in the ‘‘Economic History Supplement’’ of the 
““Economic Journal,’ dated January 1928, under the title of ‘‘ A Pre-Bank 
of England English Banker—Edward Backwell.”’ This account is, through 
the courtesy of Messrs. Glyn, Mills & Co., based, to a large extent, upon 
a special study of Backwell’s ledgers. 
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notes ; he changed the coins of other countries for English 
coins; and his ledgers, if Backwell’s books, covering the 
period 1663-1671, and Richard Hoare’s ledger, which 
was commenced in 1673, are average specimens, were 
neatly and systematically posted by his “ book-keepers”’ 
and ‘“‘apprentices.”’ 

The cheque, or “‘ drawn note ”’ as it was called, which - 
was used by the customers of the goldsmith banker, 
was simply an ordinary slip of paper containing a written 
order or demand, addressed to the banker by his customer, 
to pay the sum specified thereon. Sometimes it was made 
out to an individual only ; sometimes to an individual or 
order; and sometimes to an individual or bearer. From 
the outset it appears to have been regarded under the 
Law Merchant, the Lex Mercatoria or ‘custom of 
merchants,” as a bill of exchange, which, if made out to 
order, could be assigned by endorsement. That it was 
actually in use so early as 1665 is proved by the Chancery 
documents relating to Viner v. Clipsham. In these 
records it is stated that two London merchants named 
Clipsham and Castle kept a joint deposit account with 
Sir Robert Viner and also with Backwell, and that about 
September 1665, Clipsham drew ‘“‘a note or bill”’ upon 
Backwell “to pay £500 unto”’ Viner “upon the accompt 
of said Clipsham and Castle.”” This is obviously a descrip- 
tion of a cheque drawn on Backwell, and we are also told 
that it was cashed by Backwell, for “ Viner or some of his 
servants did give a note unto Clipsham for the receipt of 
the said £500.”’ 

The sequel, however, is an interesting one. It appears 
that Clipsham, when he called at Viner’s a little later 
“to know if Viner had received the £500 from Backwell,”’ 
managed to obtain a second note as a receipt for the said 
£500, and that by means of these two notes, “he or Castle 
or some one of their order . . . did receive from Viner’s 
servants at several times” {1,000, together with the 
interest due upon this sum. Hence the case of Viner 
v. Clipsham. 

It will be observed that these interesting Chancery 
documents refer not only to the ‘drawn note”’ or cheque, 
but also to the goldsmith banker’s promissory or receipt 
note. This latter instrument is, of course, the precursor 
of the modern bank note, and was in the first instance 
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used by the goldsmith as a receipt for a deposit of metallic 
money. Ultimately, however, it developed into bank 
money and was issued by the banker as a loan to a 
customer, and therefore in this case was not backed by 
coin or bullion. The goldsmith’s promissory note was 
recognized under the Law Merchant as transferable by 
endorsement and delivery if made out to an individual or 
order. Several specimens still survive, but the earliest 
are bearer notes. They invariably commence with the 
words: “I promise to pay.”’ 

But as this article is concerned with the origin of the 
“drawn note ”’ or cheque the exigencies of space will not 
allow a more detailed account of the early history of the 
bank note. With reference, however, to the early 
history of the cheque one important question has to be 
answered. Was the cheque, or a similar instrument, in 
use in England before the goldsmith developed into a 
banker ? 

In attempting to answer this question it is necessary, 
first of all, to describe briefly two of the devices in use at 
the Exchequer when the private banking of the goldsmiths 
became of such outstanding importance in the economic 
development of the England of the Stuarts. It was custom- 
ary at this time to pay persons who had claims upon the 
Exchequer, such as State officials, Crown servants, and 
pensioners, by means of what were termed debentures, 
of which the following (£25 made out to George Neale, 
who was in receipt of £50 per annum) is an example :-— 


Georgio Neale falconer Dni R de Annuitate Sc 





Debentur ad l" p Ann pro dio Ann fin ad fm Annum bte "Se - p 
Marie Virg Anno Reg Carlo undecimo — 
Robert Pye. 


Recordatur xxittj Mati 1636. 


These debentures were slips of paper about the same 
shape and size as the modern cheque, which were issued 
by the Exchequer, under Letters Patent, to the various 
claimants, and signed by a high official—the Auditor of 
the Receipt. Except during the Cromwellian period 
they were invariably written in Latin, usually with several 
of the words abbreviated, and when cashed at the 
Exchequer were kept as vouchers that the money was 
paid. Here is a Cromwellian specimen, dated 1656 :— 
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To Elizabeth Kinaston widow and relict of 
Collonell John Kinaston dec* late deputie 
Due Governor of Dublin upon her pencon of xl* 
by the weeke for twelve weekes ended the 
xxvij" day of September 1656 


xxit1j" to be paid 
by Downing. 





William Roberts. 
Recorded the 15th November 1656. 
Tho. Fauntleroy deputie. 


If, however, the holder of one of these debentures did 
not present it for payment in person he sent a demand 
note to the Exchequer “ praying ”’ that the sum due, or 
part of it, should be paid to another person. Many of 
these notes still survive. The following are two examples, 
the first of which belongs to the reign of James I :— 


Mr. Bingley. 
I pray you deliver the bearer hereof Mrs. Cisly Rymer two 
hundred pounds forth of my pencon w I am to receive from 
the King out of the Exchequer pray you to let her have it so 
soone as you can and this my note shal be for your sufficient 
discharge 
Your very friend 
H. Notingham. 


The 29" June 1679. 
Mr. Thomas Vernon. 
I pray pay to Mr. David Loggan the sum of 
sixty two pounds tenn shillings due to me by | lxij" x*_— sixty 
Debentur directed upon you for the said some | two pounds tenn 
and his discharge shall bee sufficient for the shillings. 
same witness my hand 





Lucas. 


It is clear that these demand notes were really cheques - 
drawn on the Exchequer, and like most of the earliest 
cheques drawn on a banker they commence with the 
name of the person who is expected to cash the note 
followed by the phrase: “ Pray pay,” or a variant of 
this such as ‘“‘I pray you deliver.”” There was, as 
Professor Fay states, “‘ an old-world courtesy about the 
early cheque, which is missing in the bald and part-printed 
documents of to-day.”” Here are two excellent specimens 
from the collections of Messrs. Hoare and Messrs. Child 
(Messrs. Glyn, Mills & Co.), which may be compared with 
the above notes drawn on the Exchequer :— 

D2 
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June 11th 1676. 


Mr. Hoare. 
pray pay to the bearer hereof M* Will Morgan fifty-four 
pounds tenn shillings and tenn pence and take his receipt for the 
same. 
Your loving friend 
Will Hales. 

£54.10. 10. 

ffor M* Richard Hoare 

at the golden bottle in 

Cheapside. 


Collonell Childe & Partner. 
Pray pay to S* Edward Carteret or bearer the summe of two 
hundred pounds & place it to my account. I will be with you 
this after nonne 29 May 1689. 
Rich. Beauvoir. 

£{200— . —. 

For Collonell Childe & Partner 

Goldsmiths next to temple bar. 


The demand note on the Exchequer drawn by the 
debenture holders must be carefully distinguished from 
another Exchequer device, which was of paramount 
importance in connection with the issue of public revenue 
by the Exchequer officials. This was the Auditor of 
Receipt’s note endorsed on the Treasury-Exchequer 
money orders already referred to. To understand, 
therefore, how this particular note operated it is necessary 
to describe briefly the Treasury-Exchequer money order. 

The Treasury-Exchequer money orders were payment 
orders, usually about the size of a sheet of foolscap, which 
were issued by the Exchequer, under Letters of Privy 
Seal, to Government creditors, such as naval contractors, 
or as receipts for loans to the State. They were originally 
Lord Treasurer’s orders, and this official always signed 
them. After, however, the Treasury was vested in Com- 
missioners they were invariably signed by two of the 
Commissioners. In the reign of Charles II large numbers 
were issued on a fiduciary basis, a monetary experiment 
which ended in the disastrous partial suspension of cash 
payments at the Exchequer—the so-called “‘ Stop” of 
the Exchequer in 1672. 

The Treasury-Exchequer money orders were cashed 
at the Exchequer when funds allowed, and the goldsmith 
bankers were always ready to discount these orders prior 
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to the crash in 1672. They are verbose documents 
authorizing payment to be made to the payee or his 
assigns at the Exchequer usually out of certain funds 
specified on the order such as the hearth-money. Before, 
however, payment could be made at the Exchequer the 
order had to be endorsed by the Auditor of the Receipt, 
an endorsement which authorized an official known as a 
Teller to pay, or part pay, the sum specified on the 
order. This was the so-called Auditor of Receipt’s note, 
and many seventeenth century specimens are still extant. 
Like the demand note of the debenture holders, and the 
usual form of early cheque, they commence with the name 
of a particular person (a Teller) followed by the words 
“T pray pay.” The following example shows the full 
wording : 
Sir Thomas Vernon. 
I pray pay mmiiijl" in full of the Principall money of the 
Ord" and xxvj" tij* v* for Interest from the date of the Ord" 
to the xxttj day August 1678 Inclusive out of Poll money. 
Recordatur xxvij die August 1678 mmitijl Vernon in 
plena solucione mutui pred et xxvi" i17' v pro Interesse eiusdem. 
Exam R. Howard. 


It will be observed that the order on which this 
particular Auditor of the Receipt’s note is endorsed is for 
£2,450, the amount of a loan advanced to Charles II by 
Sir Thomas Player, the City Chamberlain of London, and 
that the interest due on this sum came to £26 3s. 5d., 
the whole to be paid out of the revenue obtained from the 
poll tax. Asin the debentures the Recordatury underneath 
was also necessary before the order could be paid. This 
was simply a note in Latin signifying that a record of the 
order had been duly entered in the Exchequer Order 
Books. 

Both these types of notes—the demand note drawn 
on the Exchequer by the debenture holders, and the 
Auditor of the Receipt’s note endorsed on the Treasury- 
Exchequer payment orders—served to the Tellers of the 
Exchequer as cheques serve to a banker. Both appear 
to have preceded the earliest cheques drawn on the 
goldsmith bankers. The Auditor of the Receipt’s note 
was first used in 1660, five years before the cheque referred 
to in Viner v. Clipsham was drawn, and was a regular 
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Exchequer practice until 1834 when the old Exchequer 
system came to an end, and the office of Auditor of the 
Receipt disappeared. What appears to be the earliest 
surviving specimen of a debenture holder’s note drawn 
on the Exchequer belongs to the reign of James I, and 
though this is not dated it was used at least forty years 
before the Clipsham cheque. 

There is a great deal of contemporary evidence which 
shows that the goldsmith bankers, as big discounters 
of Treasury-Exchequer orders, and their customers, as 
holders of these orders, were particularly well acquainted 
with the second of the preceding Exchequer devices— 
the Auditor of the Receipt’s note. Nor is there any reason 
to think that they were unacquainted with the other 
Exchequer device—the demand note of the debenture 
holder, for there is evidence which shows that among the 
numerous customers of the goldsmith bankers there 
were many Government officials who were holders of 
debentures. 

It seems, therefore, safe to conclude that the demand 
note drawn on the Exchequer by a debenture holder and 
the Auditor of the Receipt’s note endorsed on the Treasury- 
Exchequer payment order were the immediate precursors 
of the modern cheque, that the earliest cheque drawn on a 
goldsmith banker was not a novel instrument, but was 
copied from a similar device used in connection with the 
issue of public money from the Exchequer. 


Mr. Consolo 


Mr. Enrico Consolo, who was for many years London 
manager of the Banca Commerciale Italiana, retired 
from that office at the end of December. Mr. Consolo 
has returned to Milan where it is expected that he will 
take part in the direction of the affairs of a number of 
eminent businesses. 

As London manager of the Banca Commerciale he 
played a considerable part in banking affairs, and was 
universally esteemed. His experience and abilities were 
of great service during the anxious years of the war, and 
the reconstruction period which followed. 
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Central Banking Bulletin 


BANK OF FRANCE 


O. J. LECLERC, first Deputy-Governor of the 

M Bank of France, has been appointed Governor of 

*the Crédit Foncier de France, in the place of 

M. Laroze, who is retiring. M. Charles Rist, second 

Deputy-Governor of the Bank of France, has_ been 

appointed first Deputy-Governor, while M. L. L. C. Moret, 

Director-General of the movement of funds at the French 

Treasury, has been appointed second Deputy-Governor 
of the Bank of France. 

During the last few weeks the Bank of France has 
made considerable purchases of gold, mainly in New 
York. The object of these purchases is believed to be 
to maintain the ratio in spite of the increase in note 
circulation. 


REICHSBANK 


As a result of the revival of German gold purchases 
in London, the Reichsbank has again been subject to 
much criticism in the Press. It is stated that the 
Reichsbank has been indirectly encouraging these gold 
purchases by accentuating the appreciation of the 
reichsmark through selling part of its foreign currency 
reserve. It has been pointed out that the Reichsbank’s 
endeavour to convert its foreign exchange holding into 
gold is entirely inopportune and unjustified at the 
present stage. There are two theories as to the probable 
reason of this policy. According to the one, it is to 
prepare the ground for a dramatic change in the situation 
as to reparations transfers. Dr. Schacht himself stated 
some years ago that in order to demonstrate Germany’s 
incapacity to pay it would be necessary that large 
amounts of gold should leave the country. A mere 
decline in the foreign exchange holding of the Reichsbank 
in consequence of the transfers would not produce a 
sufficiently profound effect upon public opinion abroad. 
According to this theory the Reichsbank is accumulating 
gold now in order to be able to loot large amounts of it 
in the future when a reduction of Dawes’ annuities will 
be applied for. According to the second theory the 
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Reichsbank’s tactics are prompted by a renewal of the 
rivalry between Germany and France in the domain 
of finance. As the Bank of France has acquired large 
amounts of gold during the last two years, it is con- 
sidered desirable for reasons of a politico-financial nature 
that Germany should follow the example. 


SWEDISH RIKSBANK 


A conference was held in Stockholm between the 
Riksbank, the Norges Bank, and the Nationalbanken i 
Kobenhavn during the early part of December, at which 
the possibility of restoring the Scandinavian Monetary 
Union was discussed. An agreement has been reached 
for the revival of the Union in a modified form. The 
report elaborated by Mr. Moll, of the Riksbank, Mr. Rygg, 
of the Norges Bank, and Mr. Schroeder, of the National- 
banken, points out that it is desirable to restore, as 
soon as possible, conditions in which the gold coins of 
the three nations shall be interchangeable. Token 
coins will not be accepted outside their country of origin. 
As to the redemption of notes, no decision can be reached 
at present, as the terms of redemption in the three 
countries differ considerably. The question whether 
the notes issued by the three central banks should 
be redeemable in coins or in bar gold only had to 
be left open pending the acquisition of a longer 
experience. Until this question has been decided the 
interchangeability of coins cannot take place. 


NATIONAL BANK OF BULGARIA 


The first act of the council of the National Bank 
of Bulgaria, which has been reorganized in accordance 
with the League of Nations scheme, was to reduce the 
discount rate from 10 per cent. to g per cent. The 
League of Nations commissioner, M. Charron, has taken 
up his post. 


Mr. Stanley Christopherson, joint deputy chairman of 
the Midland Bank, has been elected a director of the 
Anglo-French Banking Corporation. 
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Banking in Switzerland 
By Dr. Vischer 


(Secretary of the Swiss Bankers’ Association) 


banking system. For a territory with an area of 

41,298 sq. kilometres, comprising a little less than 
4 millions of inhabitants and 3,000 towns and villages, 
there exist about I,g00 bank premises ; this figure includes 
the head offices of the banks, their branches, agencies, 
and local offices. There exists, therefore, in Switzerland 
one bank or agency for every 2,000 inhabitants approxi- 
mately, while in Great Britain, for example, there is 
only one establishment for about every 5,000 inhabitants. 
This organization provides an excellent system of channels 
for the collection of savings and private resources, and 
has accustomed private individuals, little by little, to 
acquire the banking habit. 

The Swiss banks are divided into groups, each of 
which has its radius of activity in a distinct domain. 
Statistics give the following classifications : Twenty-four 
cantonal banks, eight large commercial banks, sixty-three 
large local banks, 100 medium and small local banks, the 
Raiffeisen Union des Caisses, eighteen mortgage banks, 
ninety-three savings banks, and thirty-two financial 
companies. The aggregate balance-sheet totals of these 
different groups of banks amounted, at the end of 1927, 
to 18,316,268,000 Swiss francs. This figure represents an 
amount of nearly 4,500 francs per inhabitant. It should be 
added that this classification does not take account of the 
private banks or of about 300 small banks and offices. 

Before the creation of the Swiss National Bank, in 
1907, the issue of bank-notes was entrusted to forty-two 
different banks, including the twenty-five cantonal banks, 
under the control of the Federal authorities. From 1907 
onwards, the Swiss National Bank was the only bank 
authorized to issue bank-notes. Experience has proved 
this centralization entirely satisfactory. According to 
the law, the National Bank has, ‘‘as its main task, the 
regularization of the money market and the facilitation of 
operations of payment. Further, it provides gratuitously 


G aning syste possesses a most highly-developed 
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the Treasury service of the Confederation, so far as 
this service is entrusted to it.’’ The monetary policy 
of the National Bank has always been characterized by 

a spirit of sane finance; it has always combated inflation 
or depreciation of currency, using all its endeavours to 

maintain as far as possible the financial equilibrium of the 
country and the parity of the Swiss franc with relation 
to gold. The minimum metallic cover is fixed by law at 
40 per cent. of the fiduciary circulation, but this minimum 
has always been largely exceeded. 

The existence of twenty-five cantonal banks is an 
example of the decentralization of governmental affairs 
in Switzerland. These cantonal banks, although possess- 
ing an administration independent of that of the State, 
have in general a basis capital subscribed by the canton, 
which also guarantees all the engagements of the Bank. 
The cantonal banks exercise their activities almost 
exclusively within the territory of their cantons. Their 
purpose was originally to procure money cheaply for 
the inhabitants of the canton in their mortgage borrow- 
ings; this has, in fact, remained their principal activity, 
although they now do commercial business as well. It is 
to the cantonal banks that the cantons and communes 
generally resort to obtain advances and credits. In 
addition to the subscribed capital and the reserves 
which they have at disposal, they procure the funds 
necessary for their activities from the issue of debentures, 
from the savings bank service, and, finally, from the 
current accounts of their clients. The cantonal banks 
are grouped into a “ Union of Cantonal Banks,” so as to 
be able to carry out issue transactions of larger extent. 

The large commercial banks have only developed in 
Switzerland since the middle of the last century. But 
very soon, by reason of the development of commerce 
and industry, due in large part to the improvement of 
the means of transport, they entered upon a considerable 
expansion and have become one of the main factors in 
Swiss economy. In addition, they have very numerous 
relations with foreign countries, and their participations 
in international affairs form one of the principal branches 
of their activities. 

Below is attached a table of figures extracted from the 
accounts of the large Swiss commercial banks at the end 
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of 1913 and of 1927, which will permit an idea to be 
obtained of their development in comparison with that 
before the war. It was the large commercial banks which, 
together with the Cantonal Bank of Berne and the Union 
Financiére of Geneva, of which we shall speak farther 
on, founded the “ Cartel of Swiss Banks.”’ This, in 
common with the Union of Cantonal Banks, deals with 
Swiss issue operations, in particular those emanating 
from the Confederation, the Swiss Federal Railways, the 
cantons, cities, and municipalities. 

The development of the great Swiss Commercial banks, 
from 1913 to 1927, is shown by the following table :— 


Share capital Total of one side of 














| serves Te. we 
——— ‘ Year of paid up menerers Net profit balance-sheet Dividend 
Swiss Commercial y.,inda- 
. ounda = ; ai . 
Banks ti | in 
ion | | 
} 1913 1927 1913 1927 | 1913 1927 1913 1927 | 1913 | 1927 
| | 
In thousands of francs Per cent. 
Banque Commer- | 
ciale de Bale .. 1862 30,000 75,000 17,000 | 25,750) 2,755) 6,521 162,813 589,362 7 8 
Banque Fédérale 
S.A. ee ee 1863 | 36,000 70,000 8,500 21,000 3,462 5,873 244,185 | 604,973 7 8 
Banque Populaire } 
Suisse .. os 1869 66,237 | 116,114 13,360 | 25,433 5,026 7,399 500,953 | 1,230,075 53 | 619 
Comptoir d’Es- 
compte de Genéve| 1855 | 15,000] 45,000! 9,550! 8,000! 1,705) 4,374] 98,057 | 442,580) 93 | 7 
Crédit Suisse oe 1856 | 75,000 | 130,000 25,000 43,000 6,868 | 13,402 538,785 | 1,148,984 9 8 
S.A. Leu & Cie. .. 1755 | 36,000| 45,000 9,200 4,500 | 3,207 | 3,887) 245,453| 306,617 7 | 8 
Société de Banque | | | 
Suisse .. oe 1872 82,000 | 140,000 | 27,750 | 42,000 | 8,543 | 12,730 588,245 | 1,245,058 8 |8 
Union de Banques | | 
Suisses .. ee 1912 36,000 80,000 10,000 21,000 2,634 6,657 | 206,104 | 768,210 7 7 
— | 376,237 | 701,144 | 120,300 | 190,683 | 34,200 | 60,843 | 2,584,596 | 6,335,859 | — | — 


In order to be able to provide with greater ease 
the financial means needed for the development of 
industry, there have been created in Switzerland, most 
frequently in co-operation with one or more of the large 
banks, a large number of special institutions bearing the 
name of “ financial trusts,”’ ‘‘ participation companies,”’ 
“‘omniums,”’ or “‘ holding companies.”’ These trusts hold 
the bonds of industrial undertakings, and in their turn 
place with the public their own shares. Sometimes they 
confine themselves to negotiating an exchange of shares 
for purposes of control, but more often they also 
contribute the necessary capital for the creation of new 
undertakings of which they hold the shares. 

By reason of their intimate relations with the country 
population, the numerous local banks which are esta- 
blished in all parts of the country have principally to 
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do with mortgage credit operations, but also carry out 
small-scale commercial business. 

Although, as in the majority of modern industrial 
countries, a centralization of banking has come about in 
Switzerland and many small establishments have been 
swallowed up by the large ones, the private banks still 
occupy an important place in the Swiss financial world. 
Founded for the most part at a period previous to the 
large banks, they have retained as their main activity 
the management of private fortunes. 

It is in two towns, Bale and Geneva, that these 
houses have kept the most importance. They are in- 
timately bound up with the history of banking in Switzer- 
land. At the beginning of the nineteenth century, 
banking was considered a function conferring honour 
on those practising it, and many patrician families of 
Bale and Geneva were families of bankers. These bankers 
exercised a preponderant influence in the affairs of State. 
Today, if the political and economic réle of the private 
banks is considerably diminished, they continue, never- 
theless, to represent an important element in Swiss 
banking. 

So as to be able to deal with and participate in the 
larger financial operations, the private bankers formed at 
Geneva the Union Financiére de Genéve. This institution 
is a financing company and a business bank. Its board 
of directors is composed of ten members representing 
the same number of private banks. The Union Finan- 
ciére limits its activities to the operations which the 
private banks could not perform individually, and so 
does not compete with them, but, on the contrary, 
protects their existence. The Union Financiére has 
created a series of subsidiary undertakings, such as the 
Société Financiére Franco-Suisse, the Société Financiére 
Italo-Suisse, the Société Financiére pour |’Industrie au 
Mexique, etc. As a member of the Cartel of Swiss Banks, 
the Union Financiére participates in the issues of Federal 
loans, also cantonal and municipal loans. 

In 1912 the Swiss bankers formed an association 
which has its head office and its permanent secretariat 
at Bale, and which bears the name “‘ Association Suisse 
des Banquiers.”’ Its president is M. Robert La Roche, 
banker, of Bale, who has succeeded M. Alfred Sarasin, 
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at present president of the Banque Internationale Suisse: 
The representatives of nearly all the banks in the country 
form part of it. It comprises 579 members, who are at 
the head of 240 different establishments. According to 
its articles, the object of the Association is to safeguard 
and defend the interests and rights of banking in Switzer- 
land, to the exclusion of all commercial operations. It 
seeks to attain its aim—first, by facilitating personal 
relations between its members through its general 
meetings, which are a very special feature and each year 
collect the Swiss bankers in a different town. These 
meetings are designated “Journées des Banquiers” 
(Bankers’ Convention), at which questions relating to bank- 
ing are discussed. It further pursues its task by educating 
the authorities and the public through the Press and the 
spoken work on the position of banking and its réle in 
the economic life of Switzerland; by participating in 
preparatory work which closely affects the interests of 
banking; by preparing preliminary statements on the 
objects of laws ; and by presenting memorials and petitions 
to the legislative bodies and administrative authorities 
of the Confederation and the cantons. The Association 
supports efforts made towards the unification of procedure 
in banking operations, and to this end prepares conven- 
tions upon the application of uniform tariffs. Alongside 
of this activity of an internal kind the Association Suisse 
des Banquiers also plays a rdle in international life. It 
participates in the work of the International Chamber of 
Commerce, and several of its delegates take part in 
committees created by this international organization 
to study the economic and juridical questions which 
arise between nations. 

Finally, the Association Suisse des Banquiers assumes 
the task of the defence of Swiss holders of foreign negotiable 
securities. This activity has mainly developed since the 
war, and special committees have been created, as need 
arose, for Germany, South America, the Balkans, the 
Succession States of the former Austro-Hungarian 
Empire, Italy, and Mexico. The Association Suisse des 
Banquiers has therefore rendered and-is rendering great 
services to the economy of Switzerland by safeguarding 
its savings invested abroad. The Swiss Association main- 
tains-very close relations with the other organizations 
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abroad for the protection of securities in suspense, more 
particularly with the Association Nationale des Porteurs 
Francais de Valeurs Mobiliéres, in Paris. 

If one studies the réle of banks in Swiss economics, one 
finds that a powerful credit organization was necessary 
to the development of this country, largely covered by 
mountains, possessing no raw materials and no outlet 
to the sea. Although both an agricultural and an indus- 
trial country, Switzerland cannot be self-sufficient. It 
must in great part supply itself from abroad. To keep 
pace with the developments of commerce it was necessary 
that there should be organizations specializing in the 
business of financial transfers, as these became more 
and more numerous and complicated. Agriculture, 
in order to live, has had to attain a degree of development 
which has been possible only with the aid of considerable 
capital, placed at its disposal by the banks. For their 
part, the main Swiss industries manage to struggle against 
international competition only by producing articles 
of exceptional quality. To permit of this quality being 
secured, plant and labour of the highest class are neces- 
sary. This explains why the Swiss industries work with 
relatively high capital. The greater part of the large 
undertakings have available, in addition to their share 
capital, considerable funds obtained by the issue of 
debentures. The exploitation of the only raw material 
which Switzerland has in sufficient quantity, ‘‘ white 
coal’’ (water power), has likewise necessitated formidable 
credit advances. In a speech delivered at the “ Journée 
des Banquiers,” in 1926, M. Fritz Ringwald, director 
of the “‘ Forces Electriques de la Suisse Centrale” (Central 
Swiss Electric Power), declared that in Switzerland the 
total investment in electrical undertakings came to some 
two thousand millions of Swiss francs. The installation 
costs amount to a thousand million francs per million 
h.p. produced. To attain the production of 20,000 
million kilowatt-hours which Switzerland was able to 
furnish (production in 1926 = 4,000 million KWH), 
M. Ringwald estimated that it would be necessary to find 
50 million Swiss francs per annum during the next 
fifteen years. 

The countries neighbouring on Switzerland often have 
recourse to the Swiss banks, both for their short-term 
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credits and also for the placing of long-term loans. 
Of late years Switzerland has enjoyed a relative abun- 
dance of money. Saving has much increased, and happily 
savings are no longer put in a stocking but are entrusted 
to the banks. This abundance of money has allowed the 
credit needs of the country to be satisfied on favourable 
terms and, in addition, has permitted the placing of 
numerous foreign loans. 

In conclusion, the prudence with which Swiss banks 
are managed is deserving of mention; each year, in fact, 
they increase their reserves and distribute dividends 
only up to 8 per cent., which, in comparison with other 
companies, may be considered relatively modest. 


American Banking and Investment 


Trust Problems 
By H. Parker Willis 


URING the past few years there has been developing 
D in the United States a type of institution familiar 

for a long period to the conservative British 
investor, but quite foreign, in previous years, to the 
American. This is the so-called investment trust, which 
has gone through its experimental period and has become 
a well-established method of using available funds in 
England, and which has there worked out a fairly well- 
recognized set of rules and customs designed to cover the 
management and operation of such trusts. In the 
United States it has seemed to be almost unavoidable, as 
in so many other cases, that the introduction of the 
investment trust should be followed by a period of 
experimentation, involving some hazardous new ideas 
and methods, as a condition precedent to definite decision 
regarding the availability of the play for American use 
as a permanency. 

The introduction of the investment trust into the 
United States is of peculiar interest‘from the banking 
standpoint, because of the fact that the banks themselves 
are so heavily engaged in the securities market as buyers 
and sellers of old, and as underwriters of new, issues. 
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Because of the fact that within the past few years 
American banks have been expanding along many novel 
lines, such, for example, as the taking on of fiduciary 
functions, the writing of insurance, and numerous other 
activities, they have also been inclined to take up the 
investment trust movement as a possible way of enlarging 
the scope of their business and of fattening their profits. 
A good many banks and trust companies now are affiliated 
or associated with investment trusts, which they have 
themselves organized, or which have been established by 
persons who are influential in the management, or largely 
involved in the ownership, of the banks in question. 
Precisely what the bond of common interest between‘the 
banks and the investment trusts thus established may 
be, we shall endeavour to make clear at a later point, but 
it is sufficient here to say that such a bond exists and is 
‘evidently not only close but increasing in its strength. 
Investment trust growth in the United States, therefore, 
must be regarded as being in a very important way a 
feature in the evolution of American banking—a factor 
which will be likely to play an unexpectedly large part 
in determining the conditions of the banks at crucial 
moments in the future. 

A brief glance over the history of American financial 
development, since the close of the war, reveals the 
rapidity with which investment trusts have multiplied, 
as well as the great growth in size through which they 
have passed. ._The recent announcement by interests 
identified with the General Motors Co. of the formation 
of an investment trust expected to have assets of 
$500,000,000 illustrates the size of the undertakings that 
are now on foot, and contrasts sharply with what was 
being done a few years ago in this same field, even after 
the general movement had become definitely confirmed. 
In the table on page 47 is sketched the general progress of 
development among the trusts of the United States,* 
though it should be borne in mind that the field is as yet 
too new to permit of absolute accuracy in the figures 
that are cited. 

What has caused this tremendous growth? One 
important, if. not outstanding, factor in the whole 


* Computed by J. T. Fowler in ‘“‘American Investment Trusts,’’ New York, 
.1928, page 6. 
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AMERICAN INVESTMENT TRUSTS. 





Number in exist- 


a | ence (at end of Estimated 
sonia period), excluding | invested capital 
ee those which have | (at end of period). 
organized coe 
~~" | been liquidated. 
1889-1923 ne 18 15 $15,000,000 
1924 id ave 17 27 $75,000,000 
1925 ae ee 26 48 $150,000,000 
1926 on es 26 69 $300,000,000 
1927 sa ‘i gI 150 $700,000,000 
1928 (6 months) .. 49 199 $1,200,000,000 








situation has been the remarkable stock market of the 
past few years. Enormous gains in stock prices, 
sufficiently widely distributed to result in almost certain 
profits to investment trusts which are willing to spread 
out their funds over a considerable range of enterprises 
that are in the process of growth, have resulted in very 
high rates of earning on the part of a good many trusts. 
These have been popularly attributed to skill or wisdom 
of management on the part of the operators of the 
undertakings, whereas in a majority of cases they have 
been largely due to chance or to the fact that so large a 
proportion of all prices were moving upward that it 
would have been difficult to go wrong, save as a result of 
very extreme ultra-conservatism, or of perfectly reckless 
application of funds to hazardous ventures at the other 
end of the scale. The profits that have been made as a 
result of the anomalous conditions in the market have 
often been viewed, perhaps not unnaturally, as the 
result of a new method or plan of investment; and the 
investment trust has been held out to the small investor, 
all over the country, as an almost sure way of earning 
almost fabulous returns upon his savings. As a result, 
he has readily subscribed the money necessary for the 
support of the investment trust movement, and in con- 
sequence investment trust managers have been enabled 
to enter the market with a degree of confidence which 
they could not otherwise have felt. 

One thing which has contributed very greatly to the 
instant success of the movement has been the working 
out and propagation of various “theories of investment” 
which have been represented as sure guides to success in 
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making money. One of these, which has attained a large 
popularity, has advocated the placing of funds invariably 
in common stocks, and has supported its argument to 
that end by showing that during the past decade or two 
investors in bonds and preferred stocks had not had 
anything like the success that buyers of common shares 
have had. The latter, it is argued, have, by the form of their 
investment, not only freed themselves from danger of 
loss due to deterioration of the value of money, but they 
have also placed themselves “‘in line with” the natural 
growth and expansion of business, thereby assuring 
themselves the results of such partnership in profits 
instead of depending upon interest, always a poor 
substitute, it is alleged, for possibilities of business gain. 
The advent of this philosophy has been timed in such a 
way as to coincide with great business expansion, and 
has had the effect of popularizing common stock invest- 
ments to a wholly unexpected and unexampled degree. 
Owing to the great changes in business in the United 
States the new philosophy of investment has been able 
to claim great victories in the way of profits, and as a 
result investment trusts have succeeded in making, in 
many cases, rather astonishing reports to those who have 
been willing to go into the enterprises. 

As a result of this fortuitous success a great many 
investment trust managers and “‘insiders’’ have set 
themselves to make money through ingenious schemes of 
organization, which result in giving to them the lion’s 
share of the income of the trust, either as compensation 
for service or as return for ownership of special classes of 
stock which have been issued with a view to insuring a 
profit. The type of trust which is now most favoured is 
the so-called “‘management”’’ type, rather than the 
“fixed” type so much preferred by the older and more 
conservative trusts. In the management type of trust 
the actual work of managing is carried on by a company 
which usually issues common and preferred stock, the 
investor being allowed to purchase the preferred often 
with a small quantity of common added gratis as “ bonus.”’ 
The organizers have usually taken the larger part of the 
common stock for themselves, and have then felt them- 
selves free to use the funds received for preferred shares 
as they pleased in the market. In some cases, it is true, 
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investment trust certificates or collateral bonds, pro- 
tected by securities deposited in trust, have been sold to 
a special class of investment holders who have bought 
them, either with a fixed rate of interest guaranteed by 
the management company, or with the assurance that 
the entire body of receipts obtained from the collateral 
which had been placed in the trust would be divided 
among them as dividends together with, of course, such 
portions of capital gain as the management company 
might think fit to disburse in this way. In the majority 
of instances, however, the so-called investment trust is 
nothing more than a finance company, which obtains 
funds from preferred stockholders and uses them to 
make money in the market, the preferred stockholder 
having then a prior lien upon the income while the 
balance is available for the common shareholder. In 
these circumstances success has, of course, been obviously 
dependent upon proper judgment of market conditions 
and daring and skill in speculation. While some of the 
trusts have made full and detailed reports to their cus- 
tomers and stockholders, a good many others have been 
little more than “blind pools,’’ reporting only results, 
and requesting shareholders to have implicit confidence 
in the management, since any revelation of investment 
holdings or policies would invoke the danger of imitation 
by competitors who would be enabled to learn the secrets 
of investment which had been responsible for the large 
gains of the enterprise. 

In spite of this attitude of secrecy and mystery, 
investment trust managers have, nevertheless, been very 
free in the public discussion of their theories and policies, 
and today there is a large growth of mushroom literature 
on investment trusts which has sprung up during the past 
few years and which reflects hasty growth under hot- 
house conditions. A perusal of some of the leading 
elements in this great body of writing, however, leads to 
the conclusion that there is no general or accepted 
theory of investment trust management, or of investment 
itself, among those who have thus come forward as 
spokesmen for the movement. In fact; it is possible to 
distinguish at least four distinct theories of investment 
in this literature. The first naturally is the familiar 
“diversification theory,” which is reflected in the maxim 
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accepted by a good many of the trusts (and is by some 
incorporated in their charters or by-laws), that not more 
than a specified small percentage of the entire funds of 
the trust shall be invested in any one issue, and that not 
more than a similar small percentage of the total out- 
standing amount of any one issue shall be owned by the 
trust itself. A second favourite theory is that of the 
“business cycle,’ which is based upon the assumption 
that different security markets rise and fall, not simul- 
taneously, but with a certain “lag” or acceleration, so 
that it is possible to shift from one to another in such a 
way as to leave a market on the point of price-descent 
and then quickly to enter one which is still showing a 
tendency to increase in the value of its securities. Still a 
third popular variant of older doctrines is furnished by 
the idea of investment in business growth—the putting 
of the funds into securities (usually common stocks) 
representing new or rapidly-growing businesses (such as 
automobiles, chain stores, and the like). Underlying 
this doctrine is the notion that only by investing in new 
and growing businesses is it possible to get the increment 
which comes from expansion and development of values. 
The older idea of securities analysis as a basis for purchase 
affords another and quite separate basis, or represents 
an independent theoretical conception in placing the 
funds of investment trusts. Nearly every one of the larger 
investment trusts maintains a more or less extensive 
analysis service of its own, and some of them undertake 
to sell this analysis service to the smaller investment 
trusts which are hardly in position to make large outlays 
of their own for such service. 

Nevertheless, it must be admitted by all who are 
close to the investment trust situation that the invest- 
ments that are being made at the present time are very 
little based upon securities analysis, or, indeed, upon any 
other consistent theory, but represent what is thought 
to be inside knowledge or “tip” information as to the 
future of stocks. Recently compiled figures show that 
in many cases American investment trusts are carrying 
fully 50 per cent. of the total number of their securities 
in common stocks, while, as measured in dollar values, the 
percentage is frequently much higher than 50. Put 
this in another way and it is equivalent to saying that a 
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great many investment trusts in the United States are 
really stock market pools, in which the purchasing is 
carried on chiefly with funds that are owned by the trust, 
although the practice of borrowing on securities and thus 
going into margin operations is growing commoner, 
while there are a few investment trusts that have even 
shown in their statements “short” interests as an asset. 
The increasing practice of establishing investment trusts 
which put themselves forward as applying their funds 
only in a particular department of the market as, e.g. 
chain stores or oil stocks (to quote only two of the great 
number of investment trusts recently organized) em- 
phasizes the similarity between the modern investment 
trusts of the variety here described and the old-fashioned 
“pool,” organized for the purpose of speculating on the 
exchange. Eminent speculators or speculative interests 
are now finding it much more profitable to appeal to the 
community for funds through the sale of the capital 
obligations of an investment trust enterprise which they 
control, than to borrow at the bank. They protect their 
own profits by reserving for themselves a sufficiently 
large share of the common stock of the trust, while they 
leave the preferred stockholder to “‘hold the bag,’”’ by 
reason of the fact that they themselves take up none of 
the preferred shares and in many cases, indeed, reserve 
to themselves only an option to buy the common at some 
future date at a price not greater than the initial price. 
They thus mortgage to themselves all future profits of 
the enterprise above a very moderate figure. 

This investment trust movement is, as will readily 
appear, significant in two or three main ways in American 
banking. The most obvious of such ways is the control 
that is being acquired in this fashion over the stock of 
banks. Already there are several investment trusts 
which confine themselves exclusively to bank shares, or 
to bank and insurance shares in their purchases. Some 
of them have succeeded in taking up practically the 
entire available floating supply of New York bank stocks, 
and have now turned their attention to the stocks of 
interior banks. Many of the latter are small, relatively 
speaking, and the investment trusts are finding it easy 
enough to get a controlling interest in some such banks 
where ownership has been spread out over a considerable 
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number of shareholders. Inasmuch as the McFadden 
Act of March 1927 gave permission for the declaration of 
stock dividends by national banks—a permission which 
is being copied by a number of States—and inasmuch as 
the investment trusts want to maintain a semblance of 
high dividends to their own stockholders, the practice of 
issuing stock dividends is beginning to take definite root 
among American banks, although until very recently 
entirely unknown. On the other hand, the control which 
may be exerted by the investment trusts over the banks 
in which they buy a substantial interest is being con- 
siderably feared—as witness the opinions vigorously 
expressed by some Canadian bankers whose stock has 
recently been quite largely purchased by American 
investment trusts. 

The second point of contact between the investment 
trust movement and American banking is found in the 
growing popularity of investment trust securities as an 
asset in the portfolio of banking institutions. It has been 
possible for a good many investment trusts to maintain a 
fairly high ratio of dividend distribution, due to the 
practice of dividing capital appreciation among holders 
as increased dividends or as extra dividends. The effect 
has been to make the yield on investment trust securities, 
not absolutely fixed by the terms of issue, a rather high 
one, and the securities have thus become an attractive 
medium for the employment of bank funds. Statistical 
data thus far available do not show investment trust 
holdings of banks separately from their other assets, but 
it is well known that considerable quantities of these 
securities have been purchased and are being held by 
banks and trust companies as a source of revenue. 
Remembering that, as already explained, the investment 
trusts are tending more and more to become stock market 
pools under a more dignified and conservative name and 
management, the tendencies thus noted would seem to be 
equivalent to the embarking of a growing volume of bank 
funds in stock market pool operations. This is quite 
obviously the fact in the case. 

Still a third point of contact between banking and 
investment trust operations is furnished by the growing 
tendency of financial institutions to participate in the 
issuing and underwriting of new securities. The 
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McFadden Act, already referred to, authorized national 
banks to go into this business, and many have done so 
during the past two years. An investment trust, organized 
and controlled by a house which is heavily in the under- 
writing business, furnishes a very useful and satisfactory 
means of ““dumping”’ securities that have been under- 
written but have not been sold. It is at present a rather 
effective way of working off on the market, in a different 
form, issues which have become rather ‘“‘stale’’ and 
probably could not be sold without considerable loss in 
any other fashion. From the historical point of view it is 
quite interesting to recall in this connection that, shortly 
after the so-called “Edge Act,” adopted several years ago 
as an amendment to the Federal Reserve Act, had author- 
ized the creation of investment trusts to be shared in 
by national banks, it was proposed by the American 
Bankers’ Association to bring about the creation of a 
$100,000,000 investment trust. Plans were apparently 
advancing well, until it appeared that some of the banks 
that were among the prime movers in the undertaking 
were looking forward to transferring to it a good many 
frozen and undesirable assets which they themselves 
were carrying. When this situation became fully 
developed a number of the more influential among the 
other banks who had been solicited to join in the under- 
taking found reasons for withdrawing, and the whole 
‘““Edge Act’? movement received a serious setback from 
which it has never recovered, there being today only one 
such organization in existence. However, under State 
laws, the banks in many instances are willing to offer to 
the public securities of an investment trust that contains 
the same kind of cast-off holdings which they themselves 
were unwilling to have carried by an institution in 
which they were to be the stockholders. The condition 
of things in this respect is not a very agreeable one, 
because of the possibility that some, if not many, of these 
undigested securities may be unable to maintain their 
standing, with the result that public confidence both in 
them and in the banking sponsors of such enterprises 
may be undermined. 

Quite plainly, this whole situation is another phase of 
the same condition already so much discussed—the 
increasingly close relationship between American banking 
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and the issuing and trading in securities. The older 
prejudices against such a relationship have been greatly 
broken down, and at the present time the general 
standard of ethics in the community as regards the use 
of banking funds for stock market operations—either by 
bankers themselves through direct loans obtained from 
their own or other institutions, or else by persons close 
to the bank who are liberally supplied with funds for 
speculation—is a rather low one. Something of the same 
sort existed in the insurance field twenty-five years ago 
or more at the time when the so-called ‘insurance 
scandals”’ were brought to light with the aid of former 
Secretary of State Hughes (then a practising lawyer in 
New York). There was a widespread rectification of 
insurance company standards at that time. It may 
require something of the same sort to bring about a 
clarification of banking ethics along parallel lines today ; 
indeed, without such a vigorous stimulus there would 
seem to be, just now, but little prospect of obtaining 
anv thoroughgoing reform of existing practices. 


Law Reports 
By Our Legal Correspondent 
[) we cat the last month there have been, so far as 


we can ascertain, no cases of importance to the 

banking community decided in the Courts. But we 
were in hope that one case at least, heard a little time ago 
in the Chancery Division, might have been found worthy 
of a place in the official Law Reports, especially as on 
December 6 it was upheld in the Court of Appeal. It has 
not,so far,appeared save in ‘‘Weekly Notes” (1928), p. 241. 
It is well to give it further publicity in these pages, since it 
affects the application of the principle of preferential 
creditors to a very usual form of composite debenture 
given by companies to banks as security. The familiar 
form of debenture by way of continuing security to a 
bank comprises two forms of charge (fixed and floating) 
—first, a fixed first charge upon the freehold and lease- 
hold property of the company, both present and future, 
and the fixed plant, machinery, and fixtures (including 
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trade fixtures) from time to time thereon; and, secondly, 
a fixed charge upon goodwill and the uncalled capital 
of the company both present and future. Thirdly, there 
is a floating charge upon the undertaking and assets 
of the company both present and future. There is 
also, of course, a power to appoint a receiver of the 
premises thereby charged or any part thereof on the 
happening of certain contingencies. Lloyds Bank, Ltd., 
held such a first debenture of the Lewis Merthyr 
Consolidated Collieries, Ltd., and also one of a series of 
second debentures ranking after it creating only a fioating 
charge on the company’s uncalled capital, its under- 
taking and assets both present and future. In February 
1928 Lloyds Bank commenced an action against the 
company on these debentures, and receivers were 
appointed on behalf of the bank and any holders of 
the others of the series of second debentures. 

In April, two ‘‘preferential creditors’ appeared on the 
scene—the Rhondda Urban District Council (for rates) 
and a workman appointed to represent himself and other 
workmen entitled to compensation under the Workmen's 
Compensation Acts. Thereupon the bank claimed by 
summons in the action in the Chancery Division a 
declaration that the preferential payments required by 
the Companies (Consolidation) Act, 1908, Section 107, to 
be paid in priority to all other debts of the company 
were payable only out of such assets of the company as 
were comprised in or subject to the floating charge created 
by the first debenture, and were not payable in priority 
to the moneys secured by that debenture out of such 
assets as were comprised in or subject to the jixed first 
charge created by the same debenture. The case was 
fully argued before Mr. Justice Tomlin, both classes of 
preferential creditors being represented by well-known 
counsel. The mere statement of the problem shows how 
practical is the question. For in the composite form of 
debenture in common use bankers have imagined that 
they were rightly advised that they had two securities 
which, although in the same document, were, in fact, 
distinct—a fixed charge upon land and fixtures, a floating 
charge upon the general undertaking and assets, including 
uncalled capital. And, not infrequently, it may be a 
matter of moment that the rights of preferential creditors 
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as regards the assets comprised in a floating charge should 
not interfere with the distinct advantage of a fixed charge 
upon certain of the assets. Here was a case, then, that 
raised in unmistakable form the contention that once 
one had a debenture making a floating charge the in- 
clusion in it of a fixed charge as to land, machinery, plant, 
and other fixtures, gave to the preferential creditors 
an overriding preference as affected all assets comprised 
in the composite debenture once they had come into the 
hands of a receiver. 

The learned judge answered the question in favour 
of the bank. He recalled that preferential debts first 
arose in case of bankruptcy and were afterwards extended 
to companies in winding-up. Later, the principle was 
extended to possession of assets being taken when there 
was no winding-up in the case of debentures containing 
a floating charge. The problem now to be solved was, if 
a debenture embodied a fixed charge as to some assets 
and also a floating charge, does the mere fact that it 
contains a floating charge in the same document render 
all the assets charged in that document, including 
those expressly subject to a fixed charge, open to the 
preferential creditors in priority to the debenture holder. 

Section 107 is as follows: “‘Where, in the case of a 
company registered in England or Ireland, either a 
receiver is appointed on behalf of the holders of any 
debentures of the company secured by a floating charge, 
or possession is taken by or on behalf of those debenture 
holders of any property comprised in or subject to the 
charge, then, if the company is not at the time in course 
of being wound up, the debts which in every winding-up 
are under the provisions of Part IV of this Act relating to 
preferential payments to be paid in priority to all other 
debts shall be paid forthwith out of any assets coming 
to the hands of the receiver or other person taking 
possession as aforesaid in priority to any claim for 
principal or interest in respect of the debentures.” 

It was argued that “ any assets’”’ would include all 
assets under both charges ; but Mr. Justice Tomlin, reading 
the section as a whole, thought the words should be 
limited to “‘ assets coming to the hands of the receiver 
or other person taking possession subject to the floating 
charge,’ and could not include priority as to assets 
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expressly subject to the fixed charge. He compared 
Section 107 with Section 209 of the Act, the latter section 
in a winding-up clearly giving priority only in relation 
to assets subject to a floating charge, and it was the same 
in his judgment where there was no winding-up and 
assets were in the hands of a receiver. It was attempted 
to differentiate the case of Workmen’s Compensation by 
reference to Section 7 of the Workmen’s Compensation 
Act of 1925; but,as Mr. Justice Tomlin pointed out, that 
section only identified the class of debts with which the 
section was dealing and was not intended to, nor did it, 
make any substantive alteration of the law under Section 
107 of the Companies Act. As we have indicated above, 
the Court of Appeal (Lord Hanworth, M.R., and Lawrence 
and Russell, L.J J.) have on appeal on December 6 upheld 
Mr. Justice Tomlin’s judgment and declared that Section 
107 relates strictly to floating charges and does not in 
the least affect the fixed charge on certain of the assets 
comprised in the bank’s ordinary debenture. 

The case of Hong Kong and Shanghai Banking Cor- 
poration v. Lo Lee Shi, decided in the Privy Council (1928) 
A.C. 181, was expressly said to have laid down no general 
principle of law save that it excluded from alterations in 
a bill coming within Section 64 of the Bills of Exchange 
Act 1882, such alterations as are made accidentally and 
in such circumstances as to negative the possibility of 
assent. The facts of the case, however, are interesting, 
and indeed sufficiently amusing to combine instruction 
with entertainment. Lo Lee Shi was given by her 
husband two bank-notes issued by the Hong Kong and 
Shanghai Banking Corporation. They were in the or- 
dinary form of bank-notes and each was for five hundred 
dollars. The careless Lo Lee Shi hid them in the pocket 
of a garment which afterwards (forgetting the notes 
were in the pocket) she washed, dried, and starched, and 
was in the process of ironing it when she discovered 
a wad of mashed paper in the pocket. This turned out 
to be the two bank-notes in question which, together with 
the garment, had gone through the wash. With the 
help of the bank she managed to rescue and sort out the 
remains of one note complete, and that note, on being 
reconstructed, was duly paid by the bank. The second 
note presented greater difficulties. In the words of 
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Lord Buckmaster, who gave the decision of the Privy 
Council: ‘“‘ With the utmost skill the number could not 
be recovered. Apart from this, a very considerable 
portion of the note was restored and its most critical 
characteristics were made plain—the name of the bank, 
the amount of the note, the definite promise to pay the 
bearer on demand at the bank’s office, and the signatures 
by the chief accountant and the chief manager were all 
clearly and definitely evidenced. The bank, however, 
refused payment mainly upon the ground that the number 
was missing, and Lo Lee Shi accordingly brought an action 
against them upon the note.’’ The judge found in her 
favour. On appeal to the Hong Kong Supreme Court, 
the Chief Justice was in favour of the bank, but the 
trial judge, who formed the other member of the Court, 
stuck to his opinion. Consequently in this division of 
opinion his decision was affirmed. The bank, not 
unnaturally dissatisfied, came to the Privy Council on 
appeal where Lo Lee Shi was not represented. But, as 
is our custom, the counsel for the bank very fully and 
fairly put the problem before the Privy Council, who 
decided to affirm the view of the trial judge against the 
bank. 

They did so on the simple ground that there was 
sufficient of the note remaining to establish its identity 
as a note of the bank and to contain all the necessary 
elements that render it valid and effectual as a negotiable 
document. ‘“‘ These pieces must be identified, their 
condition must be explained, and they must of course be 
shown to be parts of one and the same instrument. In 
this case every one of these conditions has been satisfied. 

It is the absence of the number on which the 
bank relies, and this is no part of the operative portion 
of a bill of exchange or promissory note, although its 
alteration was held to be material in the case of a Bank 
of England note owing to its special features’”’ (Szffell 
v. Bank of England, 9 Q.B.D. 555). 

This last point of alteration led to the only really 
important pronouncement in the case. It had been said 
by the Hong Kong Chief Justice that the bank were right 
in arguing that the missing number was a material 
alteration within the Bills of Exchange Ordinance 1885, 
Section 64, which is an exact reproduction of Section 64 
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of our own Bills of Exchange Act. The Privy Council 
point out quite clearly and emphatically that Suffell’s 
case (cited above) and this section “ relate only to altera- 
tions effected by the will of the person by whom or under 
whose directions they are made and not to a change due 
to pure accident. The alteration contemplated is one 
to which all parties might assent. It is not reasonable 
to assume parties assenting to a part of the document 
being effaced by the operation of a nibbling mouse, by 
the hot end of a cigarette, or any of the other means by 
which accidental disfigurement can be effected. Again, 
the provision which excepts from the category of persons 
against whom an altered bill is avoided a party who has 
himself made, authorised or assented to the alteration 
cannot reasonably apply to the ravages of a rat, a white 
ant, or any other animal pest. The fact that the change 
is accidental in itself negatives the possibility of assent.” 

It is perhaps as well that the Chief Justice at Hong 
Kong took the other view of this section, since it 
has brought forth from the Privy Council a definite 
explanation of its proper scope. 

So many of the cases that come into the Courts raise 
problems that can be raised only as a result of con- 
fusion of thought. Such a one was that dealt with 
recently by a Divisional Court of the Chancery Division 
(Eve and Maugham, JJ.). A company had issued a 
debenture to a trustee for certain creditors (five in 
number) to secure past debts to the amount of 
£1,108 1s. 2d. This was in June 1927, and the deben- 
ture created a floating first charge on the assets of the 
company. Later that year—in July—the company 
sold the goodwill of its business for £1,800, and out of that 
sum paid to the trustee debenture holder £1,218 gs. 2d. 
in discharge of the debenture plus interest and costs. 
In September the Midland Bank, who were creditors of 
the company for {1,897 17s. 9d. overdraft, presented a 
petition and the company was wound up. Thereupon 
the liquidator issued a summons to set aside the charge 
created by the debenture and to recover the money paid 
under it. The County Court judge of Derbyshire 
declared the charge invalid on the strength of Section 212 
of the Companies (Consolidation) Act, 1908, in that the 
company was insolvent immediately after the creation 
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of the charge. After that the same judge held that the 
original debt had merged in the debenture and that as 
he had already declared the debenture invalid it followed 
that the money paid under it must be repaid. There 
was the confusion of thought. Eve and Maugham, JJ., 
on appeal, while, of course, upholding the judge’s ruling 
that the charge created by the debenture was invalid, 
pointed out that such a ruling did not affect the personal 
covenant in the debenture. That personal covenant 
survived ; only the charge on the assets could be declared 
invalid. The position simply was this: that the five 
simple contract creditors held a debenture that could 
not be enforced as a charge on property, but, nevertheless, 
was still alive as regarded the personal covenant to 
pay the principal debt with interest. They had de- 
manded that repayment and got it, and it could not be 
recovered. The confusion of thought was apparent— 
the charge had gone, but not the debenture with its 
personal covenant to repay. How easy it is even for 
lawyers sitting as judges to confuse simple principles. 
It might occur to one that there was a fraudulent 
preference, but that was not the ground on which the 
liquidator impeached the payment under the debenture. It 
was left open to him to follow that line of attack, but we 
have not yet heard that he has done so. His original 
contention that money paid under the personal covenant 
must be refunded was clearly wrong. 





German Banking 


FTER a month’s duration of the dispute, work has 
A been resumed in the Rhenish-Westphalian iron 
and steel industry. But the real decision is still 
outstanding. Since the parties could not come to an 
agreement the Chancellor has intervened. With the 
previous consent of employers and employed he has 
appointed Herr Severing, the Minister of the Interior, 
as arbitrator. Herr Severing will give his decision in the 
next few days, but the parties have agreed to resume 
work immediately. Severing is a Social Democrat like 
the Chancellor himself, and also the Minister of Labour 
whose award was answered by the employers with a 
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lock-out. But Severing enjoys a particularly personal 
confidence in all quarters. With the workers because 
he himself was once a metal worker, and because as former 
Minister of the Interior for Prussia the security of the 
Republic is chiefly due to him. With the employers 
because he showed a firm hand against the Communist 
rising before and after the Ruhr occupation. Above all, 
his personal character is of the highest. But however 
the award of Severing may run, it is a scarcely concealed 
defeat for the employers that they should have submitted 
voluntarily to the decision of the Socialist Minister of the 
Interior. They do not admit this; they claim as a success 
the fact that at all events an arbitration award declared 
binding has been overthrown. But this is a very doubtful 
success since, in the first place, the award of Severing will 
certainly not be far below the wage rates granted by the 
first court of arbitration, and, secondly, it is very much 
the question whether the political consequences of the 
revolt of the employers against the arbitration award will 
not in the end work against the employers themselves. 
For there is the greatest danger that the working classes 
in the Ruhr district will now swing sharply to the Left. 
The ground is all the better prepared for Communist 
agitation in that less than one-third of the workers are 
organized in trade unions. 

The economic and financial consequences of the Ruhr 
dispute cannot yet be gauged. Of course, the industry 
was already in great straits when it accepted the mediation 
of the Chancellor. This is true especially of the smaller 
engineering concerns with not unlimited credit at their 
disposal, several dozen of which went into insolvency 
during the period of the dispute. The larger concerns 
became nervous as they saw their orders passed over to 
competitors outside the area of dispute and their banks 
becoming restless. But the large, and even the largest, 
concerns had to consider how a longer duration of the 
dispute would react on their credit, especially abroad, 
since most of them work preponderatingly on short-term 
credits. 

The dispute, of course, greatly affected the economic 
situation. The industrial depression became still worse. 
The number of unemployed in receipt of benefit exceeded 
one million at the end of November, compared with 
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600,000 a year ago. (This total does not, of course, 
include the metal workers locked out in the Rhineland.) 
According to the latest reports, unemployment has 
increased still more sharply in the first weeks of December, 
and appears likely to rise to 14 million in the course of 
the winter, since although for the moment work has still 
to be done on old orders, the influx of new orders is very 
weak. Two months ago the United Steel Works reported 
a drop of 40 per cent. in unfilled orders. Since the 
resumption of work, as far as can be learnt, the decline 
is still more painfully evident. 

The decisive factor in the increasing depression is the 
stagnation of the capital market. The thesis that the 
German business cycle of 1926 and 1927 was primarily 
determined by the influx of foreign credits is now obtain- 
ing complete proof. The formation of capital in Germany 
is now, as previously, quite insufficient to cover the needs 
of German industry. As a result, the economic situation 
relapsed into stagnation as soon as America was no longer 
prepared to lend unlimited amounts to Germany at a 
relatively low rate of interest. New issues have as good 
as ceased. The internal market is so stagnant that even 
small loans can hardly be placed, even though they offer 
the German subscriber a yield of 8} per cent. and more. 
It is possible that the increasing depression will bring 
some relief in this respect, a relief which is probably 
already reflected in the improvement of the trade balance 
brought about by forced exports and checked imports. 
But, on the other hand, the development of the money 
market in America is not regarded optimistically, and, 
above all, there is no belief in the possibility of a revival 
in American credits for Europe as long as the reparations 
negotiations continue with their quite uncertain prospects 
of success. 

While Germany was occupied with the iron and steel 
dispute and its capital needs, the liquidation of the 
results of the war has made satisfactory progress on two 
sides. In the last few weeks agreement has been reached 
with Rumania and Turkey on outstanding financial 
problems. Negotiations with both Powers have lasted 
for years. The matters to be settled with Rumania 
were extremely complicated. Rumania put forward 
many claims against Germany, the most important of 
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which was the revaluation of the notes of the Rumanian 
Banca Generala issued against a deposit of Reichsmarks 
during the German occupation of Rumania. In addition 
Rumania claimed a balance at the Reichsbank on account 
of grain exports during the war. On the other hand, 
Germany required from Rumania renunciation of Article 
18 of the Treaty of Versailles which allowed the Allies 
to take reprisals against German property, an article 
which all the other Allies have long since renounced ; 
and above all acknowledgment of German property in 
the pre-war loans of Rumania which Rumania, by appeal 
to the peace treaty, had excluded from interest payments. 
It was this last point which made it impossible for 
Germany to co-operate in the Rumanian stabilization 
loan. The Bratianu Government for a long time seemed 
to consider this unimportant, and believed it could carry 
through the loan without Germany until it was made 
aware from Paris itself that the Bank of France attached 
decisive importance to co-operation with the German 
Reichsbank. The negotiations were repeatedly broken 
off until the Bratianu Government realized the seriousness 
of the situation. Agreement was finally obtained on a 
common formula whereby both countries renounced 
their respective claims and Germany contracted for a 
lump payment of 75 million Rm., 30 million down and 
the rest over a period of four years. On the other side, 
Rumania undertook to redeem Rumanian loans in German 
possession on a similar basis as obtained in the Franco- 
Rumanian agreement, only at a lower rate of interest. 
The 443 per cent. loan of 1913 (the so-called Schréder loan) 
was valorised at 35 to 100 per cent. (rising up to 1970), 
and the other loans at 20 to 50 per cent. This is quite a 
tolerable compromise for Germany. In return Rumania 
received a promise that the Reichsbank would now 
co-operate in the stabilization loan. In addition the 
Government would grant to Rumania merchandise credits 
to an extent as yet unsettled. The agreement was on the 
point of being signed when the Bratianu Government 
fell—admittedly because it had not brought about the 
stabilization loan. But the new Government hastened 
to send representatives to Berlin, who not only recognized 
the agreement just concluded, but obtained accelerated 
payment of part of the 70 million Rm. 
F 
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JUNE 165°7 530°2 145°8 18°3 22°5 35°9 10°0 81 12°7 t 
JULY 173°2 533°2 236°7 22°9 35°9 10°0 81 12°7 
AUGUST .. 171°4 536°9 243°5 23°0 35°9 10°0 81 12°7 
SEPTEMBER 173°9 540°0 245°0 23°0 35°9 9°5 81 12°6 
OCTOBER. . 165°1 539°3 247°3 23°1 35°9 9°5 81 13°1 § 
NOVEMBER 161°4 546°4 248°2 23°4 35°9 95 81 13°1 § 
DECEMBER 156°7 539°8 254°7 24°1 35°9 81 13°0 § 
1 Where possible the figures are taken from returns issued for th:fipf th 
2 Excluding a smal! amount held in the Banking Department. 
% Apart from an unascertainable amount of gold not appearing sepamgretu 
* Up to April 1927 the figures include gold, both “‘ available’ and “ ble * 
June 1928 give the total gold holding in one amount. , 
5 Gold and silver holdings. ; 
Table II CREDIT AND CURRENCY | 
1 2 ; 
CLEARING BANKS BANK OF ENGLAND : 2 k 
Currency 
totic 
. . . . e cates z 
Deposits Cash | Advances _—— « Reserve yore a Outstanding 
£ millions £ millions | £ millions £ willions £ millions & millions | 4 millions 
1925 
SEPTEMBER 1,613°5 191°1 834°4 112°1 36°9 87°8 292°6 
OCTOBER .. 1,627°4 188°7 837°8 106°2 30°6 86°9 291°6 
NOVEMBER 1,618°5 187°4 837°1 108°3 26°1 85°3 290°7 
DECEMBER 1,646°7 199°3 846°8 127°5 20°4 88°00 293°4 
1926 
SEPTEMBER 1,623°1 189°9 877°4 104°8 35°3 83°9 288°0 
OCTOBER .. 1,648°7 192°2 885°1 105°3 34°4 83°1 288°1 
NOVEMBER 1,647°6 191°0 886°6 101°6 33°8 82°4 286°3 
DECEMBER 1,688°2 202°5 888°5 115°4 31°7 84°0 290°8 
1927-28 
SEPTEMBER 1,668°1 192°2 919°8 98°3 34°6 80°1 294°2 
OCTOBER .. 1,710°2 195°6 917°9 100°4 34°9 79°9 294°1 
NOVEMBER 1,693°9 191°8 915°4 97°6 35°0 79°7 293°7 
DECEMBER 1,729°0 202°1 914°1 109°6 32°5 81°6 297°9 
JANUARY 1,747°2 197°6 923°0 112°9 38°7 79°5 292°0 
FEBRUARY.. 1,698°0 188°9 917°5 97°8 42°1 78°7 286°3 
MarcH oe 1,672°4 186°3 928°8 101°6 42°8 78°6 288°8 
APRIL 1,690°3 187°4 933°1 96°6 42°9 79°1 294°1 
May ee 1,687°8 188°0 935°5 97°5 46°3 79°1 292°6 
JUNE 1,731°3 193°8 929°2 104°2 53°3 79°3 294°9 
JULY .. 1,748°9 193°2 932°0 111°3 58°3 801 296°1 
AUGUST . 1,731°6 191°7 931°4 100°8 58°3 79°8 295°9 
SEPTEMBER 1,732°1 193°5 929°8 103°2 60°8 78°3 294°5 
OCTOBER .. 1,752°7 192°4 937°9 101°2 52°6 77°83 292°3 
NOVEMBER 1,751°6 193°3 940°8 oo == —- — 
lst 3 WEEKS —_ — — 99°5 49°6 771 289°0 
Nov. 28 —_ — — 99°6 52°8 367°0 — 


* Monthly averages, nine banks. 2 Average of four or five weekly returns. * The 
figures prior to amalgamation of note issues (Nov. 22, 1928) are not comparable with those 
succeeding. (See ‘‘A Banker’s Diary,” Dec. 1928 issue.) * Total note issue, less notes in 
Banking Department, and (prior to Nov. 22, 1928) less notes in Currency Note Reserve. 






mt at fet pet 


bobo Ho bO 
ie ee Dee APS) 


epep NERS 


—— ee 
ee he Orn 


— tt pe et fe pet et et dh ft et ft ptt 
be OS SS RDED RD RDEDED ED NDAD EDAD ED 
bot et SS 1 00 OO OO KO A I AID 


for the 





SWEDEY7 







' 
b 


CENT@NKS 1 


STATISTICAL TABLES 


GERMANY 
RUSSIA 
Wf Which 
al Otaeed 
) 4°8 17°8 
5 4°6 19°5 
4°7 19°3 
; 4°7 19°3 
f 9°8 15°7 
! 9°0 17°1 
' 88 17°1 
' 8°6 17°4 
3°3 18°3 
3°3 19°4 
3°3 19°6 
5 3°8 19°9 
q 4°0 20°0 
‘% 4°1 19°3 
4 4°2 18°7 
F 4°2 19°2 
@ 4°2 159 =| 
? 4°2 17°4 
4°2 17°5 
4°2 15°5 
4°2 15°6 
ry 4°2 15°7 
é 4°2 18°8 
i 4°2 


returns of the Bank of France. 
le’; thereafter only “ available” gold. 


1925 
SEPTEMBER 
OCTOBER 
NOVEMBER 
DECEMBER 


1926 
SEPTEMBER 
OcTOBER 
NOVEMBER 
DECEMBER 


1927-28 
SEPTEMBER 


OCTOBER .. 


NOVEMBER 
DECEMBER 


JANUARY .. 


FEBRUARY 
MARCH 
APRIL 

May 

JUNE 
JULY 
AUGUST 
SEPTEMBER 
OCTOBER 
NOVEMBER 


+ Figures compiled from daily bulletins of the Bank of England. 


Table I—cont. 


~ 


Cr Ororgr 
ne 


2ee2 
i i 


aa 


Cre he 
pt fp 
hm phe He 


Cran Gre 


CM COMM OAIM ED 
SOAS MS 


coves 
We Re Op O62 02 So 2 Co So Cobo DO DODO NS 


Pmt Dt pet fa fh pt fh hf ff 
He the 2 02 02 Co CO SO DODO DOR mA 
CO CSD CO bh bm Hm oh ohm nim bbe phim he be Hi 


wiseans 


Table III 





AUSTRIA |HUNGARY 


donne 


6° 
6 
6° 


Ud gg ag gg 


f the month, otherwise from returns at the end of the previous month. 


Returns issued after stabilization at the end of 
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Table IV MONEY) 
- "LONDON — 
acl | Discount Rates Treasury Bills 
Short L — | Bank 
Bank Rate » Bank Bills wine See Weekly Tender Amount Amount , 
3 months % months Rate Offered Applied for 
Per cent. Per cent. | Per cent. Per cent. Per cent. & millions & millions Fer 
= | a ——- —— — . 
4 
WEEK ENDING: & 
1928 
£z 8s. d. 5 
SEPTEMBER 1 4} 33 42, 43 4 5 3°29 40 58°5 5 
és 8 44 33 43; 4? 4 4 7°89 35 55°2 7 
aa 15 4 333 43 ii 4 4 6°42 35 58°0 - 
” 22 44 333 433 4 4 1 3°85 40 56°8 r 
9” 29 43 38% 45 4} | 4 4 8°74 45 59°8 r 
OCTOBER 6 44 335 435 4} | 4 § 11°57 45 51°1 F 
2 13 4} | 334 455 4} 4 7 7°53 40 } 45°6 . 
a 20 43 | 347 43 4} | 4 7 835 40 48°3 | , 
= 27 4} | 34h 4} = |48 45 618 | , 
NOVEMBER 3 44 344 433 43 4 7 584 40 | 50°3 5 
a 10 4¢ 343 43 4} | 4 7 951 45 51°5 5 
ba 17 4} 333 4} 43 | 4 8 0°47 45 54°4 ; 
ee 24 44 3} 4} 42 | st oa 45 60°9 3 
DECEMBER 1 4} 3 444 4} 4 5 5°23 45 61°7 5 
- 8 4t 39! 43t 4d} 4 6 947 45 | 537 @ : 
a co Sat Ree be Be 
All figures given above, except those af Tre 
| 
f ‘ 
Table V FOREMEXCE 
- ” — : e = 7 E io 
| 
NEW YORK PARIS MILAN BERNE | wmaprip ® 4™S 
$tos Frtog | Liretog | Frto£ P'tas to £ * 
PAR OF EXCHANGE .. «eo 8665 mess wre | 2s"22t5 252215 
- —__—— — — — - | 4 
1925 | | 1 
SEPTEMBER ° 4°8472 102°85 | 119°23 25°102 | 33°725 1 
OCTOBER .. ee we 4°8431 109°21 } 121°42 | 25°121 | 33°740 1 
NOVEMBER .. oe sé 4 4°8460 122°26 121°09 25°141 34°002 1 
DECEMBER .. 4°8500 129°55 120°26 | 25°127 34°182 |} 

1926 | 1 
SEPTEMBER ee ee 4°3549 167°32 132°57 25°120 31°883 1 
OCTOBER ae oe | 4°8503 165°31 | 118°28 25°120 32°122 1 
NOVEMBER .. ee ee 4°8490 142°06 115°17 25°142 31°993  |F 1 
DECEMBER .. . ee 4°8512 122°92 109°45 25°107 31°835 

1927-28 | | 1 
SEPTEMBER oe ar 4°8633 12400 | 89°37 25°219 28°384 1 
OCTOBER .. ae oe | 4°8700 124°03 89°14 25°249 28°199 1 
NOVEMBER ee oe | 4°8738 124°01 89°46 25°271 28°758 || 1 
DECEMBER .. ‘ end 4°8825 124°00 90°69 25°277 29°321 |} 1 
JANUARY — | 4°8758 124°00 92°17 | 25°302 | 28°504 =f 1 
FEBRUARY .. “s ce | 4°8750 124°02 | 92°07 | 25°336 28°703 1 
MARCH oe - os 4°8800 12402 | 92°37 | 25°340 29°017 1 
APRIL as ad oe | 4°8821 124°01 92°52 | 25°332 29°118 1 
May ee on Me ne 4°8817 124°01 | 92°65 25°327 29°168 1 
JUNE is od -- | =4°8804 124714 | 92°76 25°317 29°442 «|| 1 
JULY ; ee «e ee | 4°8644 124°18 92°81 25°255 29°511 1 
AuGUST se ee oe | 4°8538 124°21 92°74 25°211 29°208 1 
SEPTEMBER as oe | 4°8508 124°18 | 92°74 25°200 29°331 1 
OcTOBER ea me ot 4°8498 124714 | 92°61 25°200 29°970 1 
NOVEMBER .. ‘ o's 4°8494 124°11 | 92°57 25°190 | 30°075 
WEEK ENDING: 1 

DECEMBER 1 ee ee 4°8516 124°07 92°58 25°181 30°069 1 
” 8 eo eo | 4°8505 124°15 | 92°64 | 25°179 | 30°034 






















m band 
1 The old parity of 25°2215 Wabandon 
2 The old parity of 25°2215 
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Table IV—cont. 





67 











—- NEW YORK PARIS | BERL IN AMSTERDAM 
—_——. Market Market | Market Market 
Bank Rate Discount Call Money Bank Rate Discount | Bank Rate Discount Bank Rate Discount 
mount Rate Rate Rate Rate 
plied for ) 
millions Per cent. Per cent. Per cent. Per cent. Per cent. | Per cent. Per cent. Per cent. Per cent. 
; 

i 5 433 7} 3} 3t 7 4} 443 
=? 5 4\% 7 34 3t 7 4} i 
58°O 5 43, 73 34 3} 7 44 4h} 
ae8 © 5 43 734 34 3} 7 44 443 
58 5 435 633 34 342 7 44 433 
ail 5 435 783 34 38 7 4h 433 
15°6 5 4x5 62 34 32 7 4h 42; 
48°3 5 4y3 Tak 33 3a 7 4h 43 i 
B1°k | 5 45% 632 | 3 3a 7 43 44% 
50°3 E 5 | tte a et 34 7 44 445 
51°53 5 415 62 34 33 7 4y 43% 
54°4 5 4/5 6)3 34 34] 7 44 ti 
50°9 5 47's 63 34 33 7 4t 443 
7 5 474 84 34 35 7 44 43% 
53°73 5 435 10 | 3} 3% 7 4 433 
537 y 
nae at Treasury Bills, are averages of daily rates. 

' 
t 
REWEXCHANGES Table V—cont. 

f “venacs 

— : a CH : So z : 

y AMSTERDAM BERLIN STOCKHOLM BOMBAY KOBE | RIO DE BUENOS AIRES 
RID : . : JANEIRO 
to£ Fl. to £ Rmk. to £ Kr. to £ d. per Rupee d. per Yen d. per Milreis | d. per Gold: Peso} 
ra “a 12°107 20°43 18159 18 2gs8 | 5°8097 | 47°58 
——) . | | a 

12°051 20°361 18°062 18°189 20°214 6°715 45°426 
125 12°043 20°339 18°072 18°196 20°332 77408 46°311 
40 12°047 20°351 18°112 18°195 20°977 7°273 46°780 
tH ; 12°068 20°363 18°102 18°201 21°403 7°049 46°638 
| 

; 12°112 20°380 18°150 17°979 23°935 7514 | 5°610 
383 12°124 20°378 18°147 17°892 24-065 6°914 45°899 
22 12°125 20°415 18°169 17°844 24°301 6°402 | 45°742 
= 12°130 20°387 18°154 17°851 24°230 5°366 46°163 

12°134 20°433 18°095 17°960 23°167 5°869 47°942 
84 12°116 20°408 18°084 17°972 22°962 5°910 47°894 
99 12°076 20°421 18°097 17°986 22°662 5°889 47°845 
58 i 12°073 20°434 18°080 18°099 22°707 5°905 47°810 
21 12°087 20°461 18°138 18°095 23-096 5918 47°333 
04 | 12°109 20°431 18°161 18°002 23°082 5919 47°881 
03 12°124 20°412 18°180 18°002 23°198 5°926 47°858 
17 12°111 20°412 18°184 18°004 23°469 5°923 47°807 
18 ; 12°098 20°399 18°193 18°014 22°945 5°922 47°794 
68 || 12°099 20°417 18°186 17°946 22°933 5°899 47°668 
42 12°084 20°384 18°161 17°913 22°653 5°902 | 47°426 
11 12°101 20°364 18°134 17°947 22291 =| 5911 | 47°414 
08 12°098 20°355 18°130 17°998 22°678 | 5°907 | 47°339 
31 12-096 20°364 18°138 18°064 22°879 - 5918 | 47°339 
Ly 12°081 20°354 18143 | 18°074 22°956 5914 4.7°463 
75 

| | 

12°077 20°349 18151 | 18°062 22°737 =| # 5°909 47°431 
a 12°078 20°355 18°148 | 18°062 22°753 | 5°885 47°411 
a | 


2215 
2215 


— “@bandoned as from June 
andoned as from December 22, 1927. 





25, 


19285 
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Table VI BRITISH TRAD}AND 
COAL PIG-IRON STEEL rt 
| 
E = Exports : aa oe , 
Production | a Number of Production Production m 
| | urnaces in 4 
Millions of | Millions of Blast Thousands of | Thousands of Tho 
Tons } Tons Tons Tons L of 
1925 | : 
SEPTEMBER es aie ea on 17°2 4°2 129 449 640 | 
OCTOBER. . ee ee «s ee 19°1 4°7 136 474 652 ‘ 
NOVEMBER ee ee ee ee 19°7 4°7 141 494 654 £ : 
DECEMBER 20°2 50 141 503 607 i. : 
1926 7, 
SEPTEMBER ‘a a - ‘a = 0°0 5 12 96 | 
OCTOBER. . - ae os “ — ;} oo | 3 13 94 ‘ 
NOVEMBER ‘a ne ia a —_ 0°0 2 I 13 97 t 
DECEMBER ee oe &e a 17°2 | 1°6 78 98 319 
1927-28 | 
SEPTEMBER ait sea Se as 19°5 | 4°6 160 591 777 ‘ 
OCTOBER 19°8 4°5 162 | 596 699 ‘ 
NOVEMBER 19°6 4°4 155 | 576 699 |f ‘ 
DECEMBER 20°6 4°2 149 559 605 | ‘ 
JANUARY 20°0 4°3 148 560 626 | ‘ 
FEBRUARY 20°1 4°3 148 551 764 | ‘ 
MARCH 20°2 4°3 150 593 793 ‘ 
APRIL 17°7 4°0 149 563 644 : 
May ee 19°2 4°7 148 | 591 753 |e 7 
JUNE ‘ 18°2 4°6 141 564 709 ‘ 
JULY ee 16°9 | 4°5 131 538 667 y 
AUGUST .. 17°8 | 4°6 130 519 648 ; 
SEPTEMBER 18°8 | 4°3 131 504 719 
OCTOBER. . 19°0 5°1 136 | 544 756 ‘ 
NOVEMBER 19°3 4°6 135 544 762 ‘ 
1 Total for four weeks. 2 Returns issued pipe Nat 

















agit ' 
1 
ALL COMMODITIES BANK CLEARINGS UNEMPLOYMENT ‘ 
¢ 
_ = — 5 | Index of 
4 3 4  Percent- | Numbers | Produc- 
Imports | Exports Re-exports|) London (Provincial) Total Compar- age of on Live tion 
“Country” able Total insured Register 
verso 
£ : p 4 < £ L —— 0000's 1918=100 
millions | millions | millions | millions | millions | millions | millions ployed omitted 
1925 
SEPTEMBER 97°9 60°7 10°5 88 5°2 14°0 15°0 12°0 1,330 81°2 ' 
OcTOBER 108°8 67°1 13°4 9°7 57 15°4 16°6 11°4 1,257 |) 
NOVEMBER 114°6 61°0 13°5 9°6 5°8 15°4 16°7 11°0 1,188 88°8 
DECEMBER | 134°3  65°8 14°6 10°0 6°0 15°9 17°4 10°5 1,130 |! 
1926 
SEPTEMBER 101°7 50°7 81 8°2 4°8 13°0 14°4 13°7 1,543 50°3 
OcTOBER 111°0 53°2 10°4 9°5 5°3 14°7 16°6 13°6 1,536) 
NOVEMBER 113°3 53°1 11°0 9°3 5°3 14°6 15°9 13°5 1,537 |; 64°1 
DECEMBER | 113°3 | 49°7 11°5 95 55 14°9 17°0 11°9 1,394 |) 
1927-28 | 
SEPTEMBER! 101°4 | 60°6 81 89 51 14°0 16°3 9°3 1,056 94°5 5 
OcToBER | 105°0 61°2 94 10°1 6°0 16°1 18°8 9°5 1,080 |) 
NOVEMBER, 107°4 70°6 10°6 9°8 5°7 15°5 18°3 9°9 1,127 |; 95°1 
DECEMBER 105°4 58°8 10°3 9°8 5°7 15°6 18°4 9°8 1,125 |) 
JANUARY 100°4 59°7 10°3 10°3 5°8 16°1 19°0 10°7 1,204 |) 
FEBRUARY 98°8 | 57°2 11°7 9°8 5°7 15°5 18°4 10°4 1,142 |; 93°4 
MARCH .. 110°5 65°0 11°3 $°6 5°7 15°2 18°0 9°5 1,067 |) 
APRIL 96°8 55°3 11°0 10°5 6°0 16°5 19°2 9°5 1,081 |) 
May oe 99°4 58°6 11°8 10°3 5°6 15°8 18°3 9°8 1,108 |; 91°6 
JUNE 99°4 | 59°5 11°5 9°5 5'1 14°6 17°0 10°7 1,166 |) 
JULY . 95°5 60°9 8°5 10°2 5°5 15°7 18°35 11°6 1,259 |) 
AUGUST .. 97°7 | 62°2 8°8 9°3 4°9 14°2 16°9 11°6 1,314 84°8 
SEPTEMBER 87°7 56°6 6°9 91 4°9 14°0 16°9 11°4 1,303 |) 
OCTOBER 102°6 64°3 8°9 10°2 54 15°6 18°8 11°8 1,339 
NOVEMBER | 106°9 63°8 10°8 9°8 5°2 15°0 18°1 12°2 1,364 


+ Daily averages, based on weekly or monthly returns. 2? ‘‘ Country ” clearings at London 
Clearing House. * Up to June 1926 ten clearing houses, thereafter eleven. * Total clearings 
(London ‘“ Country ”’ and Provincial) adjusted, for comparative purposes, by application of 
Board of Trade index number of wholesale prices (1924=100). * Average of four or five weekly 
returns. * Reprinted by courtesy of the London and Cambridge Economic Service. 
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"RARMAND INDUSTRY Table VI—cont. 


. 














EEL TRON ees Ray MACHINERY COTTON WOOL 
2 Exports of Exports of Exports of Exports of Exports 0° 
iction ; Imports Exports Imports Exports Yarns Piece Goods Tops Wool and Wool and 
| Worsted Vorstet 
y | Yarns Tissues 
ands of Thousands | Thousands , 4 < Millions Millions of Millions Millions Miliiuns of 
ne i of Tons of Tons thousands thousands of Lbs. Sq. Yds. of Lbs. of Lbs. Sq. Yds, 
— = a 
40 H 199 273 877 3,972 } 13°9 359°8 2°3 3°2 12°9 
52 ' 218 369 893 1,307 17°9 366°6 3°5 4°83 12°4 
34 4 212 322 910 3,952 | 13°9 325°9 3°2 3°9 11°9 
07 | § 250 341 1,182 4,441 | 17°9 382°2 33 3°6 14°8 
| 
96 | 446 160 938 3,470 12°1 311°7 2°8 3°1 12°3 
94 | 398 194 1,024 3.956 13°5 307°7 3°5 3°8 11°7 
7 t 423 166 1,177 3,998 15°3 277°6 3°0 4°1 13°3 
19 517 159 1,129 3,880 14°8 239°8 2°4 3°6 12°5 
| 
| | 
17 312 385 1,309 4,291 15°8 339°0 31 4°4 14°4 
9 \ 336 385 1,244 4,503 15°3 312°1 4°0 5k 13°1 
9 ; 285 399 1,360 5,440 17°4 402°2 3°4 5°2 16°4 
5 | 281 352 1,359 4,186 14°5 290°6 2°9 4°5 15°0 
eC 284 | 332 1,345 4,805 14°9 337°4 2°8 4°0 16°9 
34 | 287 | 317 1,218 4,072 14°5 316°2 3°1 3°6 14°5 
3 | 272 409 1,529 4,813 15°5 397°4 3°8 4°2 15°1 
4 | 253 344 1,464 4,143 13°8 314°8 2°9 3°7 10°0 
3 i& 237 359 1,372 4,656 14°1 288°9 3°3 4°6 11°8 
9 210 366 1,437 5,053 14°4 277°9 3°0 4°5 14°7 
7 | 219 333 1,461 4,567 11°4 338°6 2°6 4°2 18°0 
8 272 | 370 1,530 4,399 15°8 341°3 2°8 4°9 19°4 
9 184 295 1,231 3,688 11°2 298°2 2°3 3°3 12°8 
6 261 377 1,488 4,402 15°1 334°0 2°5 4°5 12°7 
2 233 399 1,422 4,651 15°4 331°4 2°8 41 12°5 


sued pipe National Federation of Iron and Steel Manufacturers. 
y 


Table VII COMMODITY PRICES 


5 UNITED KINGDOM U.S.A. GERMANY FRANCE 
6 Wholesale 1 |Wholesale Wholesale Costof (Wholesale Cost of 
f Cost of (Depart- | (Reichs- Living (Statis- Living 
Living ment of bord) (Reichs- | _ tique | (Statis- 
Board of “Statist” “Econ- | (Ministry| Labor) bord) Générale) | _tique 
Trade omist” of Labour) | | Générale) 
July July 2 1913/14 | | uly 
) 1913=100 | 1913=100 §=1914=100 | 1914=100 | 1926=100 | 1913=100 =100 1918=100 | 1914=100 
1925 | 
SEPTEMBER 155°1 156°1 172°6 176 103°7 125°9 144°9 555°7 401 
r OcToOBER.. | 153°9 153°2 168°7 176 103°6 123°7 143°5 | 572°3 
NOVEMBER 152°7 156°5 168°5 177 104°5 121°1 141°4 605°5 
DECEMBER 152°1 153°4 165°8 175 103°4 121°5 141°2 | 632°4 421 
1926 
SEPTEMBER 150°9 150°6 165°5 174 99°7 134°9 142°0 786°9 539 
OCTOBER.. 152°1 154°1 165°2 179 99°4 136°2 142°2 7515 
NOVEMBER 152°4 153°9 163°2 179 98°4 137°1 143°6 683°8 
DECEMBER 146°1 145°8 155°0 175 97°9 137°1 144°3 | 626°5 545 
1927-28 
SEPTEMBER’ 142°1 142°9 157°4 167 96°5 139°7 147°1 | 600°4 507 
; OCTOBER .. 141°4 141°9 155°8 169 97°0 139°8 150°2 | 587°0 
NOVEMBER 141°1 142°9 154°3 169 96°7 140°1 150°6  §=594°3 
DECEMBER 140°4 142°8 153°8 168 96°8 139°6 151°3 603°9 498 
JANUARY.. 141°1 142°2 151°5 166 96°3 138°7 150°8 | 606°7 
FEBRUARY 140°3 | 142°5 152°8 164 96°4 137°9 150°6 | 608°8 
MARCH 140°8 145°4 154°7 164 96°0 138°5 150°6 622°8 507 
APRIL 142°9 147°8 157°4 164 97°4 | 139°5 150°7 623°8 
May oe 143°6 148°5 157°3 165 98°6 141°2 150°6 632°6 
JUNE 142°6 144°2 154°7 165 97°6 141°3 151°4 | 625°7 519 
JULY 141°1 141°5 151°7 165 98°3 141°6 152°6 | 623°8 
AUGUST 139°3 138°8 150°0 165 98°9 141% 153°5 | 617°0 
SEPTEMBER | 137°6 137°4 148°6 166 100°1 139°9 152°3 | 619°9 519 
OCTOBER. . 137°9 137°4 148°8 167 97°38 140°1 152°1 617°0 
NOVEMBER 137°9 138°7 149°5 168 140°3 152°3 625°8 | 


+ The indices, which are for the 1st of the month, are entered for the previous 
month to facilitate comparison. 
? The average for 1926 on the old base (1913=100) was 151°1, but the two sets 
: of indices are not strictly comparable. 
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International Banking Review 


UNITED STATES 
HE outstanding event in American banking during 
the last few weeks has been the decision of the 
National City Bank of New York to increase its 
capital. Of the new issue of $50,000,000, $10,000,000 
will be added to the bank’s capital (which will thus be 
increased to $100,000,000), $35,000,000 will be added to 
the reserve (making it also $100,000,000), and the re- 
maining $5,000,000 will be added to the capital of the 
National City Company, whose capital will thus be raised 
to $60,000,000. The increase has been necessitated by 
the expansion of the bank’s activities. 

Two other capital increases have been announced in 
New York. The Bank of the United States intends to 
increase its share capital from $8,933,400 to $17,866,800. 
The existing 89,334 shares of $100 nominal will be split 
into four $25 shares each and another 714,672 shares of 
$25 will be issued. At the same time a new subsidiary 
company will be formed with 720,000 shares of no par 
value to absorb the City Financial Corporation. The 
assets of the combined institution will exceed $210,000,000, 
of which about $58,000,000 will represent capital, reserves, 
and undivided profits. The Seaboard National Bank 
will increase its capital from $9,000,000 to $11,000,000. 
Shareholders will be offered 20,000 new shares of $100 
nominal at a price of $300, and of the share-premium of 
$4,000,000 thus obtained $3,000,000 will be added to 
the reserve, which will thus reach $14,000,000, while 
$1,000,000 will be used for the increase of the capital of 
the Seaboard National Corporation from $2,250,000 to 
$3,250,000. A new bank has been established in New 
York under the name of the Straus National Bank and 
Trust Company. Its initial capital amounts to $2,000,000 
and its reserves to $500,000. On the first day of its 
activity, deposits amounting to $7,000,000 were received. 
The bank was established by the well-known financial 
house of S. W. Straus & Co., which was established in 
Chicago in 1882 and opened its New York business in 1915. 

Some very important banking amalgamations have 
been arranged recently, especially in the West and 
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Middle-West. The United Security Bank and Trust 
Company of San Francisco will amalgamate with the 
Merchants National Trust and Savings Bank of Los 
Angeles, and will absorb some fifty-five small banks 
controlled by the French American Corporation. The new 
bank’s resources will amount to about $400,000,000. 
Negotiations are in progress between the First National 
Bank of Chicago and the Union Trust Co., with a view to 
bringing about an amalgamation. Their total resources 
would be $585,000,000, of which $70,000,000 would 
represent capital and reserves. The Chicago Trust Co. 
has acquired a controlling interest in the Old Dearborn 
State Bank, with a capital of $500,000 and resources of 
over $5,000,000. The First Wisconsin National Bank is 
to amalgamate with the Second Ward Savings Bank. 
The combined resources of the two will exceed 
$200,000,000. 

In New York itself various amalgamations of minor 
importance have been arranged. The Municipal Bank 
and Trust Company will absorb the Seventh National 
Bank. The total resources of the new institution will 
amount to $75,000,000. The Bank of Manhattan Co., 
which a year ago acquired control of the Bronx Boro 
Bank, will absorb that bank, into which the Bronx 
National Bank has recently been merged. The control of 
the Bank of Manhattan Co. has passed from the hands of 
the National American Co. to Mr. Marshall Field, of Messrs. 
Field Glore & Co. Another bank which changed control 
is the Midland Bank of Cleveland. In connection with 
the transaction that bank will increase its capital and 
reserves to $9,000,000, and will establish a subsidiary 
company under the name of the Midland Corporation. 


FRANCE 


The scandal of the ‘Gazette du Franc”’ was the 
principal event in French finance. It did not, however, 
effect the position of any of the well-established banks. 

Several capital increases have been announced recently. 
The Banque d’Alsace et de Lorraine will increase its 
share capital from 125,000,000 f. to 131,000,000 f. The 
new shares will be given in exchange to shareholders 
in the Banque du Rhin, of whose share capital of 
50,000,000 f., 44,000,000 f. are already held by the 
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Many well known British 
Banks have’ purchased 
Burroughs Ledger Posting 
Machines for use in a large 
number of branches. The ad- 
vantages of the new method 
to the banks and their clients 
have received favourable 
notice in the Press throughout 
the country. 


The old-fashioned pen-and- 
ink ledgers and pass books are 
fast disappearing. Neat, accu- 
rate, up-to-the-minute records 
aretaking their os In banks 
and business houses where 
Burroughs Ledger Posting 
Machines and Burroughs 
Typewriter Accountin 
Machines are used the books 
are balanced daily. ago 
account is automatically bal- 
anced as each posting is made. 
Statements are complete and 








Famous British Banks Purchase 
Burroughs Ledger Posting Machines 


ready for immediate dispatch 
at any time, directly they are 
required. 


Thousands of business houses use 
these new types of Burroughs 
Ledger Posting Machines. The 
saving of time and money is im- 
mense. They would never think 
of reverting to the old, wasteful, 
inconvenient methods. 


The increasing interest in modern 
mechanical accounting methods 
has caused a remarkable increase 
in Burroughs sales. The total for 
1928 was treble that of 1925. It 
became absolutely necessary to 
take larger premises. Executives 
are cordially invited to inspect 
the new Burroughs offices in 
Regent Street. 


* Burroughs 
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Chesham House, 136 Regent St.,W.1 
Phone: GERRARD 0754 (P.B. Ex.) 
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Banque d’Alsace et de Lorraine. Both banks recently 
suffered substantial losses. The Banque de Crédit Franco- 
Roumain has decided to increase its share capital from 
10,000,000 f. to 11,000,000 f., by the creation of shares 
with plural votes. The shareholders’ meeting has decided 
to change the bank’s name into Banque Commerciale 
de France, and to establish a branch in Bucharest. The 
Société Francaise de Banques pour |’Etranger has decided 
to raise its share capital from 2,500,000 f. to 5,000,000 f. 
The shareholders’ meeting of the Banque Francaise 
d’Outremer has decided to raise the bank’s capital from 
1,000,000 f. to 5,000,000 f. The Crédit Foncier d’ Algérie 
et de Tunisie intends to increase its share capital. The 
net profits of the Banque Franco-Chinoise pour le 
Commerce et I’Industrie amounted to 36,253,000 f. for 
the business year 1927-28 against 40,588,000 f. for the 
previous business year. Deposits and current accounts 
have increased from 553,000,000 f. to 642,000,000 f. 
The Banque de |’Océan Indien has increased its net profits 
from 4,284,000 f. for 1926-27 to 4,430,000 f. for 1927-28. 
The Banque Franco-Japonaise earned 1,477,000 f. during 
1927-28 against 2,416,000 f. for the previous business 
year. In spite of this the Board of Directors proposes to 
increase the dividend from 14 per cent. to 15 per cent. 
It is reported that the contract of partnership in the Paris 
banking firm Bauer & Marchal, which expires at the end 
of 1928, will not be renewed. Each of the two partners 
will establish a separate banking firm. 


GERMANY 


The Berliner Handelsgesellschaft has increased its 
share capital from 22,000,000 reichsmarks to 28,000,000 
reichsmarks. Of the new shares, 5,500,000 reichsmarks 
were given to the shareholders as a bonus in connection 
with the release of the bank’s American property. The 
balance of 500,000 reichsmarks will be added to the 
pensions fund of the bank. The amount of released 
property is believed to be about 10,000,000 reichsmarks. 
The Bayerische Handelsbank, Munich, which raised its 
capital from 7,000,000 reichsmarks to 10,000,000 reichs- 
marks last year, intends toincrease it further early thisyear, 
to 14,000,000 reichsmarks. Other pending capital increases 
include that of the Kreditanstalt fiir Verkehrsmittel A.G., 
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Berlin, from 4,000,000 reichsmarks to 5,000,000 reichs- 

marks, and of the Mitteldeutsche Bodenkreditanstalt 

from 2,500,000 reichsmarks to 5,000,000 reichsmarks. 
The Commerz- und Privatbank is absorbing the Mainz 

private banking firm Kronenberger Co. This firm was 

established in 1890 as a limited company and was con- 

verted into a private banking firm in 1927. The two senior 

partners of the firm will remain in charge of the bank, 

which has two branches. These will be transformed into 

branches of the Commerz- und Privatbank. Full particu- ' 

lars are now available about the Centralbank Deutscher 

Industrie A.G., Berlin, which was established in Sep- 

tember last with the object of financing German industrial 

enterprises which are not large enough in themselves 

to raise loans abroad. Of the 10,000,000 reichsmarks 

(25 per cent. paid up) of registered shares, the International 

GermanicCo., Ltd., New York, holds7,850,000 reichsmarks, 

while the balance is held by a number of German State 

banks. The bearer shares of 7,500,000 reichsmarks fully 

paid up are held by a number of German private banks. i 
Conditions among small local banks continue un- : 

satisfactory. The accounts of the Magdeburger Bank : 

A.G., in liquidation for the year 1927, show an increase 

of the net loss from 1,378,000 reichsmarks to 1,415,000 : 

reichsmarks. The liquidation is expected to be completed E 

in about six months. The senior partner of the banking 

firm of Faszhold & Co., Mannheim, has been arrested. 

The shareholders’ meeting of the Central Credit Bank 

A.G., Berlin, has decided to liquidate the bank. It is 

believed that the creditors of the Leipziger Bankverein 

will not receive more than 50 per cent. of their claims. 

The original estimate was higher, but had to be revised 

owing to increased taxation claims enjoying a priority 

over commercial claims. Investigation of the accounts 

of the Gewerbebank Hanau, against which bankruptcy 

proceedings have been initiated, discloses a deficit of 

512,000 reichsmarks. Over half of this amount will have 

to be contributed by the shareholders on account of the 

uncalled portion of their shares. 
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ITALY 


There have been a number of failures among local 
banks recently. The most important was that of the 
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Bank Piccolo Credito, Ferrara, which was established 
in 1916 and has a capital of 6,000,000 lire. At the end 
of 1926 its deposits amounted to 110,000,000 lire. It has 
fifty-six branches in Northern Italy. Its manager and 
its four deputy managers have been arrested. It is 
believed that about 22,000 investors, mostly farmers, 
are affected. In order to meet the immediate needs of 
the depositors, the Government has authorized the 
Agrarian Credit Institute of Ferrara to advance the 
necessary funds. The Credito Meridionale S.A., Naples, 
has suspended payments, and is offering its creditors a 
settlement of 40 per cent. It was established in 1921 
and has a capital of 12,000,000 lire. At the end of 1927 
its deposits and current accounts amounted to 82,665,000 
lire, and it had thirty branches. For the last two years 
it has paid a dividend of 5 per cent. The Credito Pug- 
liese, S.A., of Bari, another small provincial bank, has 
suspended payments in consequence of the failure of the 
Credito Meridionale. It has applied to its creditors for a 
settlement out of court. The bank was established in 
1925 with a capital of 5,000,000 lire, while its deposits 
and current accounts amounted to 34,000,000 lire at the 
end of last year. It has a number of branches in Southern 
Italy. Under the circumstances it is not surprising that 
the Government should endeavour to stimulate the move- 
ment of amalgamation among provincial banks. The 
latest development in this direction is the absorption 
of the Banca Generale della Penisola Sorrentina, Naples, 
by the Banca Agricola Italiana, Turin, which has a share 
capital of 75,000,000 lire and deposits and current 
accounts of over I,100,000,000 lire. It absorbed the Banca 
Biellese last year. The capital of the Banca Generale 
della Penisola Sorrentina is 15,000,000 lire, and its 
deposits are about 50,000,000 lire. It has sixteen branches. 


BELGIUM 


Rumours of an impending increase of the c.pital of 
the Société Générale de Belgique have been denied by the 
Governor, M. Jean Jadot, at the extraordinary share- 
holders’ meeting of the bank. He stated that the bank 
has more funds than it needs. Possibly there might be an 
increase of capital at the end of 1929, but for the present 
such a transaction is not considered. Although no 





HONIG | 





| DONO NO NONONONONONOHONG OMOMONOWNONOMNoMaNa, 





TERRI 


79 


CHOWOHOHONONOUIOHOHOMOWOUIOMONIOHOMONOHOMO HOMOMOWOMONOMOMoOMON oO 


Guinness, Mahon & Co. 


ESTABLISHED 1836. 


53 Cornhill, 17 College Green, 
LONDON, E.C.3 DUBLIN 








LOWOWONONONO NOON ONOND OMOHOMOWOMOMoMOWoMONEH 


CAPITAL ISSUES NEGOTIATED 
COMMERCIAL CREDITS FOREIGN EXCHANGE 
DEPOSIT AND CURRENT ACCOUNTS OPENED IN ALL CURRENCIES 
ADMINISTRATION AND SUPERVISION OF TRUST FUNDS 


AGENTS AND CORRESPONDENTS THROUGHOUT THE WORLD 





OHOHOHONONOHOHO HOMO MONI OMOMOMOMOHO MO MOO HOMO 


HOWOWOWOWONON SVOWOHONOWONONOHONOHONOHONOMONONONOMOMOMOMOM 


oO 





eAn 


International Bank 


™FIRST 
NATIONAL BANK of 


BOSTON 


1784 :: 3 1929 
BOSTON, U.S.A. 


Foreign Branches 
CuBa ARGENTINA 
Havana, CienFueGos, SANTIAGO Buenos Aires 
European Representatives 
Lonpon Paris BERLIN 
24, Old Broad St. 39, Rue Cambon 52, Unter den Linden 


Capital and Surplus - $50,000,000 














80 THE BANKER 











further amalgamation has taken place recently, the 
Banque Dubois has established close relations with the 
Banque Générale de Liége et de Huy. The former is 
controlled by the Caisse Générale de Reports et de 
Depots, and the latter by the Société Générale de Belgique. 
Both banks retain their inde ‘pendence, but will settle 
by an agreement their respective spheres of activity. 
The Banque Belge and Coloniale has increased its share 
capital from 5,000,000 f. to 20,000,000 f.; 30,000 new 
shares of 500 f. nominal have been issued at a price of 
800 f. A new financial house is being established in Liége 
under the name of Alliance Industrielle et Financié¢re, with 
a share capital of 20,000,000 f. 


HOLLAND 


Dr. Cuno, late German Prime Minister, has joined the 
board of directors of the Industrieele Disconto-Maats- 
chappij. The Hollandsche Bank voor West-Indie has 
maintained its dividend at 6 per cent. 

SWITZERLAND 

By the death of M. Léopold Dubois, chairman of the 
Swiss Bank C orporation, who died at Basle on October 13, 
at the age of sixty-nine years, Switzerland has lost one 
of her most prominent men. Born at La Chaux-de-Fonds, 
M. Dubois studied in Lyons (France). As a young 
man of twenty-four years he was appointed head master 
of the newly-created Ecole Supérieure de Commerce de 
Neuchatel. His financial career began in 1890, when he 
became sole manager of the Cantonal Bank of Neuchatel. 
His comprehension of economics and his sound judgment 
in financial matters soon made him prominent. After 
the nationalization of the railways Léopold Dubois was 
called to Berne to organize the finances of the Swiss 
Federal Railways. These he left in 1906 in order to 
become a managing director (delegate to the board) of 
the Swiss Bank Corporation. Under the wise and strong 
management of Dubois, who was elected chairman in 
1920, “the Swiss Bank developed steadily. The world 
war crisis threw new tasks upon M. Dubois’ shoulders. 
He was called upon to organize and to lead the Société 
Financiére Suisse and the Coopérative Suisse des Charbons, 
both vital organizations for Switzerland, both during and 
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after the war. A convinced friend of peace and of Free 
Trade ideals, M. Dubois worked in close co-operation 
with the League of Nations, especially through his 
services, first as member and, finally, as president of the 
Financial Committee of the League. 

The board of directors of the Swiss Bank Corporation 
has decided to propose Dr. Max Staehelin for election to 
the chairmanship of the board in the place of the late 
M. Dubois. 

The Zurich banking firm of A. G. Leu & Co. is in- 
creasing its share capital from 45,000,000 f. to 50,000,000f. 
The shares are offered to the old shareholders at a price 
of 625 f. per share of 500 f. nominal. The bank is par- 
ticipating in the newly-established Internationa! Credit 
Corporation, in which the First Federal Foreign Invest- 
ment Trust of New York is also interested. The object 
of the company is to finance instalment selling. In 
consequence of the suspension of the Zurich banking 
firm, Wolfensberger & Widmer A.G., the Metallbank 
A.G., Zug, has also got into difficulties. The bank holds 
a large number of shares in the Zurich firm which are 
now regarded as worthless. The total losses are 
estimated at 2,198,000 f. The deficit is estimated at 
300,000 f. 


AUSTRIA 


There have been several small bank failures in Vienna 
recently. The banking firm of Alexander Eibenschuetz 
has suspended payment. Its liabilities are estimated at 
between 600,000 schillings and 80c,000 schillings. The 
firm has been in existence for about thirty years, and has 
specialized in dealings in foreign securities. Another 
small banking firm, Alfred Neu & Co., has suspended 
payment. Its liabilities are 400,000 schillings to 600,000 
schillings. The origin of its difficulties was losses on 
speculative Polish securities, whose value declined re- 
cently. It appears probable that a number of small 
banking firms in Vienna will either disappear or amal- 
gamate within the next few years. In spite of recent 
failures there are still too many banks in Vienna, 
expectations of whose development as an international 
banking centre have failed to materialize. Instead of 
dealing through Vienna, the banks of the succession 
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States have established direct relations with London, 
New York, and other markets. During the next few 
years there is likely to be a further decline of importance 
of Vienna as an international financial centre. For some 
time after the stabilization of the Austrian exchange, the 
Viennese banks used their excellent pre-war connections 
to act as intermediaries in credit transactions between 
the Balkans and Western centres. In the meantime, 
however, conditions in the Balkans have improved, and 
Western banks are no longer reluctant to establish direct 
relations with banks in the Balkan States. An interesting 
transaction in Austrian banking was the acquisition of the 
large block of shares of the Niederoesterreichische 
Escompte-Gesellschaft by the Berliner Handelsgesell- 
schaft. 
CZECHOSLOVAKIA 
It is believed that the amalgamation of the General 
Bohemian Banking Corporation with the Bohemian 
Union Bank will result in accentuating the rivalry 
between the leading Czechoslovak banks. The trans- 
action will diminish the supremacy of the Zivnostenska 
Banka, which will probably retaliate either by the 
absorption of another bank or by an increase of its own 
capital. The Banque des Pays de |’Europe Centrale 
(formerly Laenderbank) is to increase its capital from 
120,000,000 crowns to 160,000,000 crowns. There will 
be a further increase at a later date. The Bank of 
Czechoslovak Legions has decided to increase its capital 
from 70,000,000 crowns to 100,000,000 crowns. 


HUNGARY 
The leading Hungarian banks have decided to abstain 
from capital increases for the time being. Large blocks 
of shares in several Hungarian banks have found their 
way to foreign markets, especially to New York and to 
Paris. The Budapest banking firm Simon Krausz is 
increasing its share capital from 200,000 pengo to 
3,000,000 pengo. The new shares have been partly 
placed abroad. 
" RUMANIA 


The movement of amalgamation in the newly- 
acquired provinces of Rumania continues to make 
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Reserve Liability of Proprietors 8,000,000 


DIRECTORS. 
HENRY P, SturcIs, Esq., Chairman. 

The Rt. Hon. Torp BRIGADIER - GENERAI 

Epury, D.S.O., M.C. ARTHUR MAXWELL, 

; a C.B., C.M.G., D.S.O. 
HvuGH D, FLOWER, Esq. Rogert C. NESBITT, 
The Rt. Hon, Lorp Esq. 

HILLINGDON, FREDERICK G, PARBURY, 
Esq 


Sir MALCOLM Hoc. The Hon, EpMuND W. 
SOMERVILLE R, LIVING- PARKER, 
STONE - LEARMONTH, ALFRED W, TURNBULL, 
Esq. Esq. 


Head Office :—71 CORNHILL, LONDON, E.C.3. 
Manager—W,. A. LAING. 
Assistant Manager—G. S. GODDEN, 
Secretary—F, H, MCINTYRE, 


BRANCHES THROUGHOUT AUSTRALIA AND 
NEW ZEALAND, viz.: 
In Victoria, 51; in South Australia, 15; in New South 
Wales, 50; in Western Australia, 22; in Queensland. 18; 
in Tasmania, 3; in New Zealand, 48. Total, 207. 


Drafts upon the Branches are issued by Head Office, and may 
also be obtained from the Bank he ents throughout 1 gland, 
Scotland, and Ireland. 

Commercial and Circular Travelling Credits issued available 
hroughout the world. Telegraphic remittances are also made, 

Bills on the Australian States and Dominion of New Zealand 
r sent for collection. 

Deposi received at Head Office at rat of interest and 
for periods whi h may be ascertained on none tion. 

















BANK OF 
NEW SOUTH WALES 


Establised in 1817 


Paid-up Capital - - £7 500,000 
Reserve Fund - - - £5,900,000 
Reserve Liability of Proprietors £7 ,500,000 

£20,900,000 





Aggregate Assets to 30th Sept., 1928 
$88,982,585 : 


Head Office: SYDNEY, W. S. WALES 


General Manager: OSCAR LINES 


LONDON DIRECTORS: 
H. I,. M. Tritton, Chairman 
WALTER S. M. BuRNs, Esq. I. C. GEppDEs, Esq. 


J.S. CAMPBELL, Manager. A.1I,. KENNEDY, Secretar 
D.Greppie, Assist. Manager. G.S. Kett, Accountant 


The London Office issues Drafts on its Head Office 
(Sydney, N.S.W.) and Branches in all the Australian 
States, New Zealand, Fiji, Papua, and Mandated 
Territory of New Guinea. Makes Mail and Cable 
Transfers, Negotiates and Collects Bills of Exchange. 
Arranges Wool and other Produce Credits. Receives 
Deposits for fixed periods on terms which may be 
known on application; and conducts every descrip 
tion of Australasian Banking Business 


London Office: 


29 THREADNEEDLE ST., £.€.2 
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NATIONAL BANK 


LIMITED 
Established 1835 


Head Offices: 
3-17 Old Broad St., London, E.C.2 


Capital Subscribed £7,500,000 
Capital Paid Up £1,500,000 
Deposits, etc. £ 36,889,544 
(at 30th June 1928) 
Reserve Fund £ 1,425,000 
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ENGLAND 
13 Old Broad Street, London, E.C.2, 
and 26 Metropolitan & Provincial Branches 
IRELAND 


34 College Green, Dublin, 
and 229 Branches & Sub-Offices throughout 
the Country 


7 

Every description of Banking, Foreign Ex- 

change, Income Tax and Executor & Trustee 
Business Transacted 











ETHELBURGA SYNDICATE 












MERCHANT BANKERS, FINANCIAL 

AGENTS AND CONTRACTORS. 

FOREIGN GOVERNMENT LOANS. 

RAILWAYS, TRAMWAYS, TELEPHONES. 
PUBLIC UTILITIES. 

EASTERN MERCHANTS, RUBBER, COPRA, etc- 


Underwriting and Capital arranged for Approved 
Industrial and other undertakings. 


Directors : 
SIR FRANCIS VOULES, C.B.E. 
T. M. C. STEUART. 







Bankers : 


Martins Bank, Ltd. 
Bank of London & South America, Limited. 


BENNETT. 

















A. R. 





Secrétary : 





HEAD OFFICE: 
149 LEADENHALL ST., LONDON, E.C. 
Cable Address: “ETHURGA, LONDON,” 
All Codes used. 
Telephone : Avenue 8428. 
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progress. The Hermannstaedter Allgemeine Sparkassa, 
Sibiu, which was established in 1841 and has a capital 
of 50,000,000 lei and deposits of 367,000,000 lei, will 
absorb the Saechsisch-Regener Gewerbe-und Handelsbank 
A.G., Saechsisch-Regen, which was established in 1898, 
and has a capital of 1,000,000 lei and deposits of 
8,900,000 lei. The Kronstaedter Allgemeine Sparkassa, 
Brasov, which was established in 1835 and has a capital 
of 50,000,000 lei, will absorb the Fogarascher Vorschuss- 
Verein, Fagaras. 
YUGOSLAVIA 

The net profits of the Croatian General Credit Bank 
for 1927 amounted to only 27,000 dinars. The bank 
suffered considerable losses during the year as a result 
of unfavourable economic conditions. The Hungarian 
General Credit Bank, which has been its principal share- 
holder, has acquired a further block of its shares from a 
leading foreign bank. 

DENMARK 

A meeting of the shareholders of the Copenhagen 
Privatbanken has agreed to the proposals of the board 
upon changes in the management of the bank. It was 
decided to postpone the ordinary annual shareholders’ 
meeting for 1929 until 1930, when the directors’ report 
will cover the period from January I, 1928, to 
December 31, 1929. 

SPAIN 

The net profits of the Banco Espanol de Credito for 
1927 amounted to 10,625,000 pesetas, against 9,046,000 
pesetas for 1926. The dividend remains unchanged at 
10 per cent. The Banca Arnus has declared a dividend 
of 9 per cent. for the business year 1927-28. 


BULGARIA 

While before the war there were only four big banks in 
Sofia, there are now about ten. For this reason the 
amalgamation which has been arranged between the 
Banque Balkanique and the Banque Franco-Belge de 
Bulgarie is a welcome development. The former was 
established in 1906 and has a paid-up capital of 50,000,000 
levas, and deposits and current accounts approaching 
400,000,000 levas. The latter is a subsidiary of the 
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SOCIETE GENERALE 


POUR FAVORISER LE DEVELOPPEMENT DU 
COMMERCE ET DE L'INDUSTRIE EN FRANCE. 


Subscribed Capital - - : - Frs. 500,000,000 
Paid-up Capital = - - - - Frs. 250,000,000 
Reserve Fund and Undivided Profits- Frs. 121,427,573 
Deposits as at 31st July, 1928 - Frs. 12,142,308,021 


Head Office: 29 BOULEVARD HAUSSMANN, PARIS. 
London Office: 105 OLD BROAD STREET, E.C.2. 
West-End Branch : 65 REGENT STREET, W.1. 


OVER 1,350 BRANCHES IN FRANCE AND NORTH AFRICA. 
| Affiliated Banks and Correspondents in all parts of the World. 





UNION pve BANQUES SUISSES 


Union Bank of Switzerland 
ZURICH 


AARAU, BADEN, BASLE, BERNE, LA CHAUX-DE-FONDS, GENEVA, LAUSANNE, 
LOCARNO, LUGANO, MONTREUX, RAPPERSWIL, ST. GALL, VEVEY, WINTERTHUR, &c. 





CAPITAL ed poid) - - - Swiss Francs 80,000,000 
RESERVE - - - + - 21,000,000 
DEPOSITS - - - - ” - 566,000,000 


WELL EQUIPPED TO HANDLE YOUR “SWISS BANKING BUSINESS 
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N ead Bank a New Zealand, I Ltd. | 


Head Office: 8 MOORGATE, LONDON, E.C.2. 


94 Branches and Agencies thoougheut New Seaton. 


Authorised and Subscribed Capital ae a £6,000,000 
= Paid-up Capital £2,000,000 
= Reserve Fund and Undivided Profits £2,165,572 
£4,165,572 
The National Bank of New Zealand, Limited, receives Deposits for fixed periods at 
=| rates which may be ascertained on application, and conducts every description of Banking 
= Business connected with New Zealand. ARTHUR WILLIS, Manager. 
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Banque Belge pour |’Etranger established in 1920, and 
has a paid-up capital of 80,000,000 levas. 
POLAND 

A number of capital increases are expected to take 
place shortly. The Polski Bank Przemyslowy of Warsaw 
is increasing its capital from 6,000,000 zloty to 20,000,000 
zloty. In connection with the transaction, close relations 
will be established with the Credit General des Petroles. 
The Powszechny Bank Zwiazkowy w Polsce $.A., Lemberg, 
will increase its share capital, in several instalments, from 
2,000,000 zloty to 8,000,000 zloty. The Polski Bank 
Komunalny S.A. is increasing its share capital from 
2,500,000 zloty to 5,000,000 zloty. The Bank Spolek 
Niemieckich, Lodz, is increasing its share capital from 
1,000,000 zloty to 1,500,000 zloty F 

ARGENTINA 

The net profits of the Banco de la Nacién for 1927 
amounted to 2,075,000 pesos, against 5,113,000 pesos for 
the previous year. The decline was due to the writing 
off of 22,682,000 pesos for bad debts, as compared with 
18,258,000 pesos in the previous year. During the seven 
years ended December 31, 1927, nearly 100,000,000 pescs 
have been written off for losses. The Bank el Hogar 
Argentino earned a net profit of 4,626,000 pesos during 
the business year ended August 31, 1928. Its deposits 
increased by over 20,000,000 pesos. The business year 
of the banking house of Ernesto Tornquist & Co., L imitada, 
which ended on June 30, 1928, resulted in a net profit of 
1,450,000 pesos. The Ordinary Shares receive a dividend 
of 8 per cent. and the special reserve will be increased by 
400,000 pesos. 

CHINA 

Three native banks of Nanchang, the Kung Kung 
Bank, Wei Tung Bank, and Cheng Shang Bank, which 
suspended payments about three years ago as a result 
of the failure of the Kiangsi Provincial Bank, are now 
taking steps to settle their debts totalling about 2,000,000 
dollars. Their note-issue is also being redeemed. 

A new bank has been opened in Shanghai under the 
name of Wei Yuan Bank, with a share capital of 1,000,000 
dollars. 











BANK BUILDING AT DUSSELDORF 


|BARMER BANK-YEREIN 


HINSBERG, FISCHER & COMP. 


Kommanditgesellschaft auf Aktien 


Established 1867 


CAPITAL ano RESERVES RM. 54.000.000 


Head Office: DUSSELDORF 


50 Branches at all important places of the Rhineland and of Westphalia 


EVERY DESCRIPTION OF BANKING BUSINESS TRANSACTED 


) HENRY HEATH 


10S: 107-109 109: OXFORD ie 


— BRANCHES — 
62 PICCADILLY, W. 137 FENCHURCH ST., E.C. 
58 CHEAPSIDE, E.C. 78 LOMBARD ST., E.C. 


THE 
“YORK” 


Of finest quality fur felt. Hand 

shaped and finished in four} 
widths of brim. Most popular) 
for town wear. i 


21/- 26/- 30/- 


Write for Illustrated Catalogue 


Name and address of nearest! 
agent sent upon request. 


THE 
* CODDINGTON” 


Made of superfine fur felt, 
perfect in style and correct in 
detail, this model is ideal for all 
occasions. In Buff and shades 
of Grey. 


25/- and 32/6 





Agents throughout the 
Kingdom. 








Supplement ta THE BANKER, January 1929. 
y 








THE UNDERWRITER 


An Insurance Diary 


SHIPPING LOSSES 


It is difficult to recall a more disastrous experience 
than that of the last few months. At the moment of 
writing the Celtic is reported uninsurable, and the best 
that can be expected is to salve some of her fittings and 
cargo. The Cariboo, which sank after striking a rock, is 
land believed to have been insured on the London market for 
wee £200,000. Her cargo was very valuable. And there are 

many other losses. One of the heaviest, perhaps, was that 
of the Asiatic Prince some months ago, as she had’ a 
large consignment of gold, and was heavily reinsured in 
London. Altogether the year closed about as badly as 
it could. 





_— 
8 COMPULSORY INSURANCE AT SEA 

It will be recollected that in the July UNDERWRITER 
reference was made to the suggestion of Sir Norman Hill 
for compulsory insurance of passengers at sea. Recent 
disasters, especially that of the Vestris, have brought the 
question to the front, and there is a possibility of the 
Governments of Great Britain and France and Italy 
taking action in concert. The proposal takes the form 
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of compulsory minimum insurance, the premium to be 
part of the passage money, and contracting out to be 
forbidden. 


POST OFFICE LIFE INSURANCE 

The Postmaster-General has announced that no 
proposals will be entertained after December 31 next. 
In view of the report of the Estimates Committee, referred 
to in the September UNDERWRITER, this announcement 
was to be expected. It will be recollected that the total 
sum assured was only £500,000 at December last, and 
that the business did not pay its way. 


COMPULSORY MOTOR INSURANCE 

Two Bills have been introduced into Parliament. 
Mr. Wardlaw Milne, M.P., brought one into the House of 
Commons last month, making insurance compulsory 
against third-party risks; and Lord Cecil, in the House of 
Lords, made this a part of a much more drastic bill. 
Neither measure has much chance of passing. Moreover, 
Colonel Ashley, Minister of Transport, said, in answer to 
a question, that the new Road Traffic Bill contained 
proposals for this insurance in the case only of drivers of 
motor omnibuses and motor coaches. This, of course, is 
simple, and follows the legislation for Northern Ireland 
mentioned in the March UNDERWRITER. There are far 
greater difficulties in making such a law general; though, 
as is shown in an article which follows, something of the 
sort will have to be done. 


COMPULSORY MOTOR INSURANCE IN NEW ZEALAND AND 
VICTORIA 


The New Zealand Legislature has passed, and the 
Legislative Assembly of Victoria is considering, a law 
compelling owners of motor vehicles to insure against 
third-party risks. 


MOTOR INSURANCE RATES 


Mr. F. Akeroyd made some revolutionary suggestions 
in his recent address to the Insurance Institute of 
London. He produced figures to prove that liability to 
accident has nothing whatever to do with horse-power, 
but depends on the type of car, and he proposed a 
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separate rate for this damage, entirely apart from other 
risks, such rate to be based on design and probable life 
of the car. Indeed, he went far to prove his case. He 
also strongly advocated local rating—a matter referred to 
in the March UNDERWRITER—and he pleaded for pooling 
of experience. There is no doubt that the risk is far 
greater in industrial districts than in rural counties like 
Sussex. He further startled his hearers by attacking 
the principle of bonus for no claims. He considered that 
this contradicted the principle of insurance, which was 
the formation of a pool from which claims were paid, 
the insured who were less lucky being recouped at the 
expense of those who were more fortunate. He con- 
tended that the benefit given by the no-claims bonus 
should be spread equally over all the insured by reduction 
of rates. Mr. Akeroyd’s contentions are novel, but very 
possibly he is right. 


BRITISH AND AUSTRALIAN LIFE OFFICES 
Mr. Robert Thodey, manager for the United Kingdom 
of the Australian Mutual Provident Society, made an 
interesting comparison the other day between British 
and Australian offices. He pointed out that in Australia 
whole life insurance was proportionately much more 
popular than in this country, where there is an increasing 
tendency to prefer endowment. But perhaps his most 
interesting comment was that British offices attach too 
much importance to the investment side of a policy, to 
the exclusion of insurance cover. This follows the line 
of reasoning mentioned in the October UNDERWRITER. 
There is no doubt that Australian, like American, offices 
lay stress on family protection, whilst British offices 
advertise investment value. 
HOME FIRE LOSSES FOR ELEVEN MONTHS 
Losses in November were rather better than in 
November 1927, and very substantially smaller, in fact, less 
than half, those of the unfortunate month of October 1928. 


Largely owing to October the total for the eleven months 
is about £73 millions, compared with £63 millions for 1927. 


STREET ACCIDENTS 
A pamphlet has been issued by the Safety-First 
Association analysing these for the last ten years. There 
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were one million accidents in this time, involving death 
or injury, of which nearly 40,000 were fatal. One in 
every twenty motor vehicles is involved in an accident 
each year ; 83 per cent. of the accidents are due to human 
failure, either of pedestrians or motor drivers. 


PAYMENT OF COMMISSIONS 


Mr. Charles Guthrie, general manager of the Scottish 
Equitable and Mutual Life Assurance Society, criticized 
severely in an address to the Faculty of Actuaries in 
Edinburgh the excessive commissions paid by life offices. 
Above all, he condemned the habit of giving commissions 
to anyone who introduced business, and contrasted our 
custom with that of the United States, where only 
authorized agents are entitled to commissions. This is 
true, no doubt; but though many offices have tried to 
stop it they have found it impossible. Competition is 
too severe. 


INSURANCE IN THE FREE STATE 


Mr. J. D. Nugent, a director of the Irish Life and 
General Assurance Company, suggested at a dinner 
the other day in Cork that insurance companies not 
registered in the Free State should be prevented from 
conducting business there. Mr. Nugent stated that the 
Ministry for Industry and Commerce were considering 
the question. 


UNITED BRITISH INSURANCE Co., LIMITED. 


The General Re-Alliance Corporation of New York is 
buying some of the ordinary and preference shares of this 
company now held by the Motor Union. The price being 
paid is 35s. each for the ordinary shares and 2vs. for the 
preference, and the New York company have announced 
their willingness to buy all the remaining shares of the 
United British Company at the same figure. 


NATIONAL ASSOCIATION OF LIFE UNDERWRITERS OF THE 
U.S.A. 
At the Annual Convention of this body many interest- 


ing facts were mentioned. It was stated that the 70,000 
insurance agents in the United States earned on the 
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average only $1,300 a year. Since many of these are 
commanding incomes which can only be called immense, 
it is clear that some must be exceedingly badly off. All 
the above agents were whole time. 

The usual discussion took place on the merits and 
disadvantages of institutional advertising. On the whole, 
opinion was in its favour. But perhaps the most in- 
teresting note of the Convention was the demand for 
co-operation. It is realized with increasing force that 
insurance is only one of many interdependent businesses. 


CREDIT INSURANCE IN CZECHOSLOVAKIA 


The Credit Insurance Company, Ltd., of Prague, has 
been founded by a combination of Czechoslovakian 
insurance companies and the Hermes Kredit of Berlin. 


PERSONAL 


Sir Courtauld Thomson, K.B.E., has been appointed 
deputy-chairman of the Employers’ Liability Assurance 
Corporation. He has also been appointed a director of 
the Merchants’ Marine Insurance Company, Limited. 


Sir Alfred Butt, M.P., Mr. Thomas Aubrey Pugh, 
Mr. William Adam Sedgwick Rough, Mr. Leonard George 
Bell, Mr. Antony Henry Head, and Mr. Arthur Frederick 
Wood have been elected underwriting members of 
Lloyd's, and Mr. Robert Creemer Burton Rowe and 
Mr. Stanley Watt have been elected non-underwriting 
members. 


The following have been elected to form the com- 
mittee of Lloyd’s Underwriters’ Association for 1929: 
Messrs. T. H. Bainbridge, H. G. Chester, Neville Dixey, 
W.H. Edmunds, and F. J. L. Fish, Sir Percy Mackinnon, 
and Messrs. T. A. Miall, E. R. Pulbrook, A. B. Stewart, 
A. W. Street, G. H. Valentine, and A. J. Whittall. 


Sir George Lewis Barstow, K.C.B., has been appointed 
a director of the Prudential Assurance Company, and 
Mr. Edgar Horne has been elected chairman in the place 
of the late Mr. A.C. Thompson. Mr. Frederick Schooling, 
F.I.A., has been appointed vice-chairman in the place 
of Mr. Horne. 
H 
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Sir Gordon Huntly Campbell, K.B.E., has been 
elected a director of the Clerical, Medical, and General 
Life Assurance Society in the place of the late Sir 
dward Ward, Bt. 

Mr. Eustace G. Hills, K.C., has been appointed a 
director of the Equity and Law Life Assurance Society. 

Mr. Robert G. F. Hills has been appointed chairman, 
and Mr. W. L. North Hickley deputy-chairman, of the 
3ritish Law Insurance Company, Limited. 

The Hon. John Dewar, O.B.E., M.C., has been 
appointed a director of the Royal Exchange Assurance. 

Lord Lurgan, K.C.V.O., has been appointed a director 
of the London Insurance Brokers, Limited. 

Mr. R. Hugh Roberts has been appointed a director 
on the Birmingham Board of the Sea Insurance Company. 


Mr. John Boardman has been appointed chairman of 
the Stratford Board of the Fagle Star and British 
Dominions Insurance Company. 


Mr. James A. Beha, the well-known superintendent 
of insurance in New York City, has resigned his office, 
and has accepted the chairmanship of the International 
Germanic Trust Company, a newly started banking 
business, 





Death of Mr. Harry Smith 


We regret to record the death of Mr. Harry A. Smith, 
president of the National Fire Insurance Company of 
Hartford, and one of the most eminent fire insurance 
authorities in the United States. Educated at Amherst 
College, he joined the staff of the National Company 
in 1890, and was appointed president in 1915. He was 
a director of the Chamber of Commerce of the United 
States and chairman of the Insurance Division, and 
was president of the United States Fire Companies 
Conference, 
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Educational Insurance 


By R. Cary Gilson 


(Chaivman of the Committee of the Headmasters’ Conference) 


VARIETY- of insurance schemes directly or in- 
A directly affecting schools and schoolmasters have 

at different times been propounded. They range 
from the excellent children’s educational endowment 
policies issued by the best English companies to what may 
not unfairly be termed wild-cat projects for compensating 
(private) schoolmasters, should the number of their 
pupils fall off. 

The endowment policies are, of course, taken out by 
the parents, but educational institutions are interested 
because the benefits are intended to be spent, and no 
doubt in most cases are spent in school or college fees. 
Much thought has evidently been given to the details of 
this type of insurance. I have no information concerning 
the number of such policies actually in force, but it has 
been found possible to offer terms which look very 
favourable, and should attract fathers and mothers by 
the completeness of the financial protection which they 
afford in untoward contingencies such as the decease 
or incapacitation of the breadwinner or the premature 
death of the child. It seems as if the parent hardly 
stood to lose money in any case, and, of course, he is 
relieved of a particularly harassing kind of anxiety ; while, 
if all goes well, he is saving by easy instalmeuits, which 
accumulate at compound interest, the means to meet 
the heavy educational expenditure which sets in as 
soon as the family reach school age. Presumably the 
insurance companies “‘get home” through the slow rate 
(compared with most other species) at which the young 
human being develops, the period during which they are 
receiving premiums being generally much longer than 
that in which they are paying out the benefits. 

In spite of these attractions it is not all parents who 
take the prudent course; and it is werth while to consider 
what actually happens when, before the child’s education 
is completed, death, illness, or financial calamity in the 
home make it impossible to go on paying the school fees. 
H 2 





























98 THE UNDERWRITER 
Such disasters were, of course, extremely common during 
and just after the war. They were partly met by the 
Prince of Wales’s admirable suggestion that a first claim 
on the moneys raised for school war memorials should be 
a fund to enable sons of the fallen to obtain education in 
their father’s old school. Only in part, however; for the 
all-involving catastrophe of the war itself was the cause 
of many such misfortunes in other and less direct ways 
than by the extinction of the father of the family. At 
the present time there is another way in which the 
tragedy of a ruined education is often averted by a call 
upon the public purse. Numerically, much more than 
half of the secondary education in Great Britain is 
nowadays being given in schools either provided or aided 
by the rates and taxes. In such schools fees are for the 
most part only demanded of those who are able to pay 
them, while maintenance allowances, in addition to the 
remission of the fees, are awarded to deserving scholars 
whose parents would be driven to take them from school 
soon after fourteen without such aid. Sudden poverty 
may therefore be said to bring its own relief. These 
are day schools. There remain the boarding-schools, 
including not only the great public schools, but a host 
of other institutions, some “private,” i.e. conducted for 
profit, others “public,” in the sense that any profit made 
after the provision of a very modest return upon actual 
capital expenditure is devoted to the improvement of 
the school. The fees in these latter are in general some- 
what lower than at Eton, Harrow, Rugby, etc., though 
in certain preparatory schools which come under the 
same heading they are even higher. Parents who send 
their children to boarding-schools are the class for whom 
some form of educational insurance is especially desirable, 
for few, if any, of them can be said to be immune in these 
days from all danger of a financial breakdown, while the 
sums required to complete the educational course are 
large. About two years ago the suggestion was made 
that the schools themselves—already in loco parentis in 
so many other respects—should undertake the duty 
which under the ordinary system of educational endow- 
ment insurance falls upon the parent. A more accurate 
way of representing the proposal would be to say that 
the cost would be spread over the whole body of parents 
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instead of falling only on those who have voluntarily 
insured themselves. For the profit and loss accounts of 
most schools show no large surplus revenue, and the 
added cost would have to be provided for by an increase 
of the fees. The scheme was discussed at more than 
one meeting of the Committee of the Headmasters’ 
Conference, but gained no support, because the terms 
offered by the companies were too onerous. This was a 
natural result of the difficulty in gauging the risk involved, 
and does not prove that further investigation might not 
lead to the establishment of a workable system. It was 
said by the headmasters of some of the largest schools 
that cases of sudden inability to continue the payment 
of fees probably do not occur more than once in three 
or four years in a school of, say, 600 pupils, and certainly 
not so frequently as once in every year. The sum then 
required varies greatly, not only with the highness or 
lowness of the fees, but also with the length of time 
required to complete the school course. Thus in the 
case of a boy of thirteen in a school whose fees are {250 
per annum, it might considerably exceed £1,000, whereas 
with an older boy in a cheaper school it might be barely 
one-tenth of that amount. On the face of it one would 
think that a flat rate of 20s. per pupil per annum should 
meet the case easily; but, as I have said, the matter 
requires further inquiry, and there are obvious difficulties. 
The rate, though “flat” in any one school, would pre- 
sumably have to be varied in some proportion to the 
extremely different fees charged in different schools. 
As with other forms of insurance, low rates would only 
become possible on a basis of large numbers, so that 
something like general acceptance of the principle in 
advance seems necessary. Moreover, though, say, failure 
in business may be just as disastrous in its educational 
effects as premature death, it is a risk upon which bills 
of mortality shed no light. And some provision would 
appear to be necessary to avoid overlapping of this new 
form of educational risk insurance with the educational 
endowment policies taken out by some parents already. 
Provision of retiring pensions by way of insurance 
is another subject of interest to many schoolmasters 
though not now to the majority. No company could 
afford to offer benefits comparable with those secured 
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by the Teachers’ Superannuation Acts of 1918 and 1925 
because these are in a large measure provided out of 
public funds. But they only apply to grant-aided schools, 
and the recent offer of inclusion in the Government 
scheme made to other schools—including those con- 
ducted for private profit, though the actual proprietors 
of such schools cannot join—is fenced with so many 
restrictions and reductions of benefit that it has met 
with very little acceptance. Most of the great schools 
have now developed pension schemes of their own (from 
some of which the headmaster is, strangely enough, 
debarred), but it does not appear certain that they might 
not be replaced by a single comprehensive scheme, 
sufficiently backed by the principal insurance companies, 
with advantage to all concerned. 


New York Fire Insurance Exchange 
Mr. Harold Hess appointed Manager 


Mr. Harold M. Hess, actuary of the National Board, 
has assumed the management of the New York Fire 
Insurance Exchange in succession to Mr. Willis Robb. 
The New York Exchange has jurisdiction over a territory 
producing a fire insurance premium income of 50,000,000 
dollars yearly. Mr. Hess has been actuary of the National 
Board since 1926, and during his term of office he reformed 
its important risk classification plan so that the 160 
classifications previously in force were reduced to 28. 


Automatic Recording Safe Company 


There are now over 6,000 points of distribution in the 
British Isles where the public can obtain the ‘“‘ Book Form 
Home Safe’”’ and the ‘ Visible Money Recording Home 
Safe.”’ Over 1,500,000 of these safes have been supplied 
to the public by the leading British banks and Building 
Societies and by their means many new customers have 
opened accounts. 
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Compulsory Insurance of Motorists 


HERE is a growing demand that motorists should 
be compelled to insure, at any rate against damage 
which they cause to third parties. Evidence of 

this demand is seen everywhere. The reform is urged 
in the press: it was advocated by the Trades Union 
Congress last summer—with the qualification that the 
State should undertake it: the recent report of the 
Committee on voluntary hospitals supported it: and 
only a few days ago bills were introduced both into the 
Lords and into the Commons of which it is a main, if 
not the only feature. Whether the claim be made by 
hospitals, whose wards are congested with motor-accident 
cases which do not pay one penny, or by careful drivers 
whose cars are wrecked without redress, or by blameless 
foot passengers who are being killed or mutilated, the 
cry is urgent and insistent. It rests on apparent and 
essential justice. Though those who voice it ignore or 
conceal its difficulties, it is clear that it will have to be 
granted ; and it is proposed, therefore, in this article to 
examine the problem and to try to find a solution. 

Indeed, at first sight the problem seems to need no 
solution. What is the difficulty ? Let all motorists 
be compelled to produce a policy when they apply for 
their driving licence. If they do not or cannot obtain one, 
let the licence to drive be refused. Then anyone damaged 
would be —s ly covered, and all would be well. 

Simple, yes. Rather too simple for this complex world 
of ours. There are difficulties. As I want to deal with 
essentials I will mention one obstacle, only to remove it. 
Even where the motorist who does damage is insured, 
where the damage is admitted and the insurance office is 
solvent, the injured party may get nothing. The money 
may go to someone else, to the motorist’s creditors for 
example. The injured person cannot sue the insurance 
office, nor can they pay it to him, however much they 
wish todo so. No; inspite of the fact that the insurance 
was set up to cover exactly the injury which he has 
suffered, it may be that not one penny will he get. 

No doubt this gap in the law can be filled up. No 
doubt it will be. But at present it exists, and must not 
be overlooked. 
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But putting that aside, your simple plan leaves out 
two classes of drivers---those who cannot afford the 
premium, and those whom no office can afford to take ; 
and it slurs over a third class, those who can only get 
covered at an increased rate. 

Take first the case of the workman who can just afford 
a motor-cycle and its tax. He will say, and say with 
some force, that insurance is beyond his means. And he 
will add that he requires his machine in order to get to 
his work, and that if you prevent him using it he will 
lose his job. You may tell him that that is his look-out, 
and that you cannot let him drive unless he insures. But 
the situation is not without difficulty. You will be met 
with many hard cases. 

Next comes the man whose record is so bad that no 
office will insure him. He, you will say, is justly 
prevented from driving, for whether by misfortune or 
misdoing his activities have been so disastrous to his 
fellows that he is quite properly kept off the roads. That 
may be so; but do not disregard the fact that you are 
leaving it to the insurance offices to say who drives a 
car and who does not. That is not their business. It is 
the business of the State. Parliament should pass proper 
laws, and they should be properly enforced. It is thus that 
recklessness should be punished. The power should not 
be left with commercial institutions like insurance offices. 

Lastly comes the greatest of all difficulties. How do 
you deal with motorists who can only get insured at an 
increased premium ? You either leave them at the mercy 
of the insurance offices, or you do not. If you do, you 
create a hardship; for you compel them to insure, and 
yet you allow the offices to charge what they like. This is 
unobjectionable so long as insurance is voluntary; but 
when you make it compulsory they have no alternative 
but to accept the terms offered, however onerous. On 
the other hand, if you do not leave them in the hands of 
the offices, you have two courses open to you. The first 
is that the State insures such persons. That is almost 
unthinkable, for this would be selection against the 
State, which would be burdened with all the worst risks. 
Short of that, you must appoint some body of persons 
who have power to settle premiums, and to compel 
offices to accept them. This is what you may be driven 
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to. This is what the State of Massachusetts has done. 
In that State such cases as these are referred to a State 
Commissioner, who both settles rates and compels offices 
to accept them. It isa logical system. It is watertight. 
But it is unpopular in Massachusetts, and would be 
more so here. Either of these alternatives involves 
the incursion of the State into insurance, and this would 
be resented very bitterly. 

Those are the difficulties. They are real, and it is 
useless to ignore them. But I want to say this, and say it 
quite plainly : the demand for compulsory insurance is so 
insistent, the evils now existing are so intolerable, that 
some solution must be found. If the insurance offices 

cannot find it, then it will be found by the State, probably 
in a form which will be extremely unpalatable. 

Let us see how far we can get towards an answer. 
The first case, the man who cannot afford to insure, 
must, I am afraid, be sacrificed. He must be told that 
a motor-car is a dangerous animal, and that he must not 
bring it on to the road unless he can pay for the damage 
it does. The Government might meet us half way, by 
charging an inclusive sum for duty plus insurance, allowing 
perhaps a slightly lower charge for duty. But however 
this may be, if a man drives at all he must be insured. 

The man whom no office will take, and the man who 
is only taken at an increased rate, ought to have some 
appeal. They ought not to be left entirely to the charity 
of the insurance offices. The road, and the use of the 
road, are part of our national life. Exclusion from the 
right to drive is a derogation of citizenship. This 
penalty must be imposed on certain persons, and imposed 
more ruthlessly than now. Public opinion is mar- 
vellously supine. But so supreme a sanction should be 
in the hands, not of public companies, but of magistrates 
or judges. 

What sort of appeal do we need? I cannot say. 
But some appeal there must be, both against exclusion 
and against excessive premiums. I suggest that it is the 
task of insurance managers to find an answer. They are 
well qualified to do so, both by their intelligence, their 
integrity, and their experience. No abler body of rien 
exists. Let them find us a way out of an intolerable 
situation. If they do not, the State will find it for them. 
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American Insurance Affairs 
By Our New York Correspondent 


WO insurance deals of interest, largely because of 
their international aspect, have recently been 
announced here. One is in the nature of a partner- 

ship between the Royal Exchange Assurance of London 
and the General Re-Insurance Corporation of New York 
in the control of the United British Insurance Co., Ltd., 
of London. The other is the acquisition of an interest in 
the American Phoenix Corporation of New York, a holding 
company, by Sterling Offices, Ltd., of London, and its 
New York subsidiary of the same name, which do a 
world-wide reinsurance brokerage business. The Royal 
Exchange Assurance through its purchase of the Motor 
Union of London acquired a control of the United age 
The General Re-Alliance Corporation of New York, 
holding company with the same officers and directors as 
the General Re-Insurance, has acquired the shares of the 
General Re-Insurance and one half of the majority of 
the shares of the United British owned by the Royal 
Exchange. The United British, which some years ago did 
a fire and marine business in the United States, is now 
entering as a casualty company, with Mr. E. H. Boles, 
president of the General Re-Insurance, as its United States 
manager. It will operate here as a casualty and surety 
reinsurance company, making direct treaties and also 
accepting retrocessions from the General Re-Insurance. 
Elsewhere in the world the United British will do a fire 
and casualty business under the management of Mr. 
A. W. Wamsley of London, its managing director, who 
is the accident manager of the Royal E xchange Assurance. 
Sterling Offices, Ltd., together with other interests, 
including some of Czechoslovakia, this year organized 
the Lion Fire Insurance Company of New York to 
engage in the fire reinsurance business, Mr. H. Marshall 
Robertson, vice-president of Sterling Offices, Ltd., of 
New York, becoming its president. The American 
Phoenix Corporation organized the Re-Insurance Cor- 
poration of America, of which Mr. Horace R. Wemple of 
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New York is the president. Under the arrangements 
recently completed Mr. Robertson becomes president 
of the American Phoenix Corporation, thus bringing the 
two reinsurance companies into closer relations; Mr. A. 
Rendtorff, managing director of Sterling Offices, Ltd., of 
London, and president of Sterling Offices, Ltd., of New 
York, becomes a director of the American Phcenix Cor- 
poration ; and that corporation appoints Sterling Offices, 
Ltd., of London, its sole agent for the British Empire and 
Continental Europe. The capital of the American Phoenix 
is being increased from $1,500,000 to $3,000,000 now and 
is to be further increased in the future. 

Another transaction of interest is the organization of 
Employers’ Group Associates as a holding company, 
which takes over the assets of the two American sub- 
sidiaries of the Employers’ Liability Assurance Corpora- 
tion, Ltd., of London, the American E mployers’ Insurance 
Company, and the Employers’ Fire Insurance Company, 
together with 100,000 of the 1,500,000 shares of the 
E mploy ers’ Liability of London. The holding company 
has issued shares of no par value, part of which have 
been offered to employees of the Employers’ Group of 
companies and part to the general public. 

One of the interesting dev elopments in American fire 
insurance is the growth of the general agency system. 
For many years there have been general agencies, es- 
pecially in the south. The general agent usually secures 
the representation of several fire insurance companies and 
one or more casualty and surety companies for a territory 
embracing from one to four or five States and operates 
the companies in his field on a commission contin- 
gent on the profits. He appoints local agents, does the 
underwriting, adjusts the losses, and practically takes 
from the hands of the company all expense in his territory 
except taxes. He is usually one who has long resided 
in the territory, is familiar with local conditions and, being 
on the ground, is able to watch them more closely than 
is possible for underwriters at company offices at a long 
distance. While the old companies which have built up 
their own agency organizations generally handle the 
field directly, many of them are placing their younger 
affiliated companies in general agencies, and the recently 
organized independent companies are largely following 
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this course. Usually they find it less expensive than to 
build and operate organizations of agents of their own and 
the underwriting results are frequently better, as the 
general agents have to depend largely upon their con- 
tingent commissions for their profits as their flat 
commissions are mostly consumed in commissions to their 
sub-agents and in expenses, and they therefore are 
obliged to do their underwriting carefully. 

Most of the States elected new legislatures in November 
and these will go into session early in January. Until 
they adjourn, officers and directors of insurance companies 
will have reason for concern lest they enact laws detri- 
mental to the interests of the companies. While the 
November election showed no indication of a radical 
movement in the country which would result in socialistic 
legislation, such as the creation of State insurance 
schemes, there is always the possibility of increased 
taxation and regulation of rates. The cost of operating 
State governments has increased so greatly since the war 
that largely augmented incomes are imperative. To 
raise these incomes without greatly increasing direct 
taxation, and thus creating dissatisfaction among his 
constituents, is a problem every member of a legislature 
has to face. He is therefore ready to consider plans for 
new indirect taxes and for the increase of those already 
in existence. Insurance companies, being moneyed cor- 
porations and for the most part being located outside 
the State for which tax laws are being enacted, are 
favourite victims ; and no amount of publicity concerning 
the injustice of making holders of insurance policies bear 
a burden which the entire population should bear seems 
to have much effect. Theoretically the insurance com- 
panies pass these taxes along to their policy-holders, but 
where rates are closely regulated this is not always 
possible. 

The companies writing windstorm insurance in Florida 
have found it necessary to increase their rates on the 
East Coast 50 per cent. and to introduce into their policies 
‘‘ deductible ’’ clauses under which the assured is obliged 
to stand the first $50 or $100 of any loss. The companies 
lost so heavily by the storms of 1926 and 1928 in Florida 
that they probably will not recover these losses in the 
next thirty years, even with a favourable experience, 
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on windstorm insurance in that State. One or two pro- 
minent companies have discontinued writing that class 
in Florida, but the large majority concluded that if all 
companies adopted such a course the development of 
the State would be seriously retarded as financial concerns 
would not lend money without insurance protection. 
They therefore decided to continue writing but to charge 
a rate more nearly commensurate with the hazard. 
Whether they are able to carry out this policy indefinitely 
will depend largely upon whether they are permitted to 
continue to charge the present fire insurance rates in the 
State, which vield a good profit. 

It is hoped that the fire insurance situation in the 
Pacific north-west will be much improved by new rules 
adopted by the Board of Fire Underwriters of the Pacific 
following a recent careful study of the whole trouble 
by a committee of that organization jointly with a 
committee of leading company executives who went out 
from the East for that purpose. The trouble is of long 
standing and has arisen chiefly from the appointment as 
general agents of men engaged in the local agency business 
and their appointment of numerous sub-agents to whom 
they paid full local agency commissions and for whom 
in many cases they also wrote policies and performed 
other services free. The general agents thus received 
high commissions on their own personal business, and by 
reason of the free service they gave local agents were 
able to attract the business of these agents away from the 
companies which paid merely local agency commissions, 
but gave no free service. To meet this competition such 
companies in some instances paid higher commissions 
than are permissible under the rules of the Board of 
Fire Underwriters of the Pacific, and demoralization 
resulted. The revised rules require the entire divorce- 
ment of general agencies from local agencies and lay a 
number of other restrictions upon the general agents, 
compliance with which will place them on a par in 
competition with companies which operate directly and 
not through general agencies. 

The twenty second. annual convention of the Associa- 
tion of Life Insurance Presidents, held in New York in 
December, as usual brought together the largest number 
of leading life insurance company executives who had 
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gathered during the year. These annual meetings usually 
follow the same general lines. A number of ‘addresses 
are delivered, each, as a rule, dealing with some phase 
of a general theme which has been announced well 
in advance. The year’s theme was “Strengthening 
National Unity Through Business,’’ and the speakers, in 
addition to a number of leading life insurance company 
officials, included the Hon. Vincent Massey, Envoy- 
Extraordinary from Canada to the United States; a 
prominent educator; the president of the National Con- 
vention of Insurance Commissioners; and several repre- 
sentatives of industrial, utilities, and other branches of 
business. Mr. Chandler Bullock, president of the State 
Manual Life Assurance Company, who presided as 
chairman, presented in his address the estimates of life 
insurance produced this year and the amount in force 
as prepared by the Association after a careful survey. 
The amount of new paid-for legal reserve life insurance 
in 1928 was approximately $18,500,000,000, an increase 
of about $1,365,000,000 over that of 1927. The life 
insurance in force at the end of 1928 was approxi- 
mately $95,000,000,000, and it is expected that the 
$100,000,000,000 mark will be attained during 1929. 


In another address it was shown that fifty-seven Ameri- | 
can and Canadian companies are now writing group 
life insurance and that they have in force about i 
$7,500,000,000 of this class of insurance covering about 
5,000,000 employ ees of 17,000 employers, in addition ( 
to which many of these are also covered under group P 
policies of accident and sickness and accidental death i 
and dismemberment insurance. Aside from the adoption If 


of a few resolutions and the election of an executive 
committee to carry on its work, the Association of Life 
Insurance Presidents transacts no business at its annual t 
meetings, their purpose being rather to get company 
executives together, give them an opportunity to exchange 1 
views, and to listen to the discussion of important ques- 
tions concerning the conduct of the business and its 
relations to other classes of business and the public 
welfare. 

By order of the Supreme Court of Massachusetts, 
Acting-Commissioner Linnell promulgated rates for auto- 
mobile liability insurance to be charged in that State 
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during 1929 under the compulsory automobility insurance 
law. They are somewhat lower than those which had 
been prepared by former Commissioner Monk for pro- 
mulgation on September I, 1928, but not promulgated 


because Mr. 


rates in defiance of the wishes of the 
The Linnell rates, however, are for the most part 
than those for 1927 
Linnell did so largely by reducing the 
especially 
This leaves such low commission for agents 
can handle this class of business 
The companies are unable to give them 


State. 
higher 
Monk rates, Mr. 
loading for expenses, 
business. 
that they 
only at a loss. 


claim they 


more without themselves sustaining a loss. 
in Massachusetts seems to 


and 1928. 


be divided; 


Monk resigned rather than promulgate the 


Governor of the 
In reducing the 


for acquisition of the 


Sentiment 
some citizens 


desiring the repeal of the compulsory insurance law after 


the fiasco of last year and the advance in 
and others advocating 


rates, 
insurance. 





ALL-RUSSIAN 
CO-OPERATIVE BANK 


Gold Roubles 30,000,000 
28,000,000 

399,400,700 

The shareholders of the All-Russian 
Co-operative Bank are 12,651 co-oper- 


Authorised Capital 
Paid-up Capital, Ist October, 1928 
Total Assets, Ist October, 1928 


ative societies, ali central organisations 


included. 
Head Office: 
ILYINKA, RIBNY Per. 3, MOSCOW 
Cable Address: ‘‘ VSEKOBANK ” 


org correspondents throughout the 
all principal foreign 


54 Branches and 1, 
U.S.S.R. Correspondents in 
centres. 
Affiliated Banks : 
1. Moscow Narodny Bank, Ltd., 
Lincoln House, 300 High Holborn, 
London, W.C.1 
Paris Branch 
26 rue Vivienne (2-e), Place ce la Bourse 
Berlin Branch: 
W.35, Kurfiirstenstrasse ” 


Capital ase : I, 4 1,000,000 


2. Co-operative Transit Bank, 
Sarainaya Str. 30/32, Riga (Latvia) 
Capital 
All kinds of Russian and Foreign Banking 
Business transacted. 


Gold Lats 3,000,000 
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AN INDEPENDENT FINANCIAL JOURNAL 


Every Saturday Sixpence 


CERTIFIED NET SALES NOW EXCEED 21,000 copies weekly 


being larger than those of any other weekly newspaper in the United Kingdom 
that makes its appeal to the Business Man and Woman. 


In Next Saturday’s Issue 
HARTLEY WITHERS 
will deal with 
Safeguarding the Investor: 
How the State can protect him. 


Each issue contains a unique feature: 


“Overseas Finance,”’’ 
being contributions from special correspondents, by cable and mail, regarding 
financial and economic conditions abroad. 
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Now Ready. 


“THE BANK BOOK” 


Written and Illustrated by 


MAUDE PARKER, R.W.A. 
MESSRS. EYRE AND SPOTTISWOODE LIMITED 


have pleasure in announcing the publication of a volume 
containing a series of reproductions in colour from the water- 
colour drawings of the Bank of England by Miss Maude 
Parker, R.W. A., who has also contributed the explanatory 
notes which accompany each plate, and a historical preface. 


“The Bank Book” contains 12 plates in colour, artistically 
mounted, with wide margins. Size of page 12 by 94. 


Edition de Luxe (limited to 50 copies) £4 4 Oper copy net. 
Cloth Bound - - - - ‘ee SS «ss 


It will be a popular ornament of waiting-rooms 


“The book is a masterpiece of artistic printing. 
of bankers, but will be appreciated also by lovers of art who have no connection with finance. 
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